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Use “National” Low Cost Stickers to 
Cut Your Collection Costs 


These “polite reminders” should have a place in your collection pro- 
gram. Worded so that even the most particular can take no offense. 
Often more effective than a personally written letter, at a fraction of 
the cost. (Printed in two tones of blue.) 


$229 per Thousand, postpaid 


Order from Your Credit Bureau 


NATIONAL RETAIL CREDIT ASSOCIATION 
1218 Olive St. St. Louis, Mo. 
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A Guidepost Tells the 
Way But You Have to 
Go On to Get There 


Studying the history and the cost of a printing job 
on a delivery of paper in comparison with the quality 
of printing done is like reading a signpost that tells 
you about the source from which the paper comes. 


Probably never before in the history of paper making 
has it been more important to go beyond this point in 
the selection of any appreciable amount of paper ton- 
nage. The desirable point to reach is the consideration 
of the reliability of the source where the paper is made 
—a study of the conditions under which it is made that 
dictate its quality as well as value. 


The reliability of the Champion Mills as a major 
source for coated and uncoated printing papers and 
cardboards and bonds is supported by the ten-year pro- 
gram conducted so far toward attaining leadership of 
plant equipment of the most modern type that aggres- 
sive research can produce; manufacturing methods that 
are far in the lead due to research; and to the will of 
the management to obsolete equipment and methods as 
soon as justified by cost reduction or quality improve- 
ment, one or the other or both. 


The reliability of the Champion Mills is a proved 
factor in its records throughout the years since the last 
high peak in paper prices. The fact that Champion 
Mills are running 95 per cent of capacity means that 
every day a million or more pounds of paper goes out 
into the United States market from the Champion 
Mills. If that paper didn’t offer proved value in the 
daily experiences of printers and buyers of printing, 
the Champion Mills could not maintain this enviable 
position—they would not be running to capacity. This 
makes it practical for an advertiser or printer to say: 
“T am assured of getting good value when I buy Cham- 
pion papers.” 


So, whether you buy Champion papers in small quan- 
tity or large volume, you have the assurance that when 
Champion talks about value, value means a very defi- 
nite co-ordination between the quality you have a 
right to demand, at a price that includes no fraction 
of a penalty for antiquated equipment or antedated 
methods, 


The Champion Coated Paper Co. 
Hamilton, Ohio 


District Sales Offices: New York, Philadelphia, Cleveland, 
Chicago, St. Louis and Cincinnati 








EDITORIAL COMMENT 


D. J. WOODLOCK 


More About Charging Interest on 
Past Due Accounts 


HE truism that “time works many changes” 
|: brought home to us by the interest now be- 

ing manifested by retailers throughout the 
country in an interest charge on past due accounts. 
Fifteen years ago, when this idea was first advo- 
cated by leading members of the National Retail 
Credit Association, merchants smiled and were 
positive it had no merit. 

Today the plan is operating successfully in a 
number of communities. Page after page is be- 
ing given to the subject in the trade journals, and 
the Controllers’ Congress of the National Retail 
Dry Goods Association listed it as the second ques- 
tion for discussion at their annual meeting in 
January. 

No doubt the willingness with which the aver- 


age citizen pays a carrying charge on installment 
merchandise and the realization that accounts car- 
ried beyond the agreed time of payment become 


an actual loss, have had much to do with the 
changed attitude. 


This appears to be an ideal time to make an 
interest charge plan nation wide. The public has, 
during the past two years, faced a condition caus- 
ing it to realize the value of money and the neces- 
sity of prompt payments, as never before. A 
change could be made in our accepted system of 
open accounts with little or no reaction. 


All the objections which were formerly brought 
against the plan, such as additional bookkeeping 
expense, the customer feeling he can take more 
time because he is paying interest, confusion in 
collecting, etc., have been broken down. Now 
there remains but one obstacle: The necessity of 
all retailers in the community subscribing to the 
plan. To be successful it must be universal. Other- 
wise it would set up competition on terms among 
the stores. 

The fear of a public reaction has been magni- 
fied. We note we rarely hear of anyone com- 
plaining about the check tax. It took only sixty 
days for the people to fall in line with the system 
and if all retailers will unite on a definite interest 
charge policy, within sixty days we will never 
know we had any other plan. 


eo 


Members of the National Retail Credit Associa. 
tion should take an active part in the movement 
to work out a standardized system for handling an 
interest charge and the educational work necessary 
to convince some retailers of the fairness, neces- 
sity and value of the plan. 


The New Adviser 
Fai years, among the chairs around the coun- 


cil table of the nation’s business there was one 

to which all those who sought credit advice, 
financial assistance or business counsel, crowded. 
And rightly so, because that chair was occupied 
by the banker, who in history and tradition handed 
down for centuries stood out as the possessor of 
all credit and financial knowledge—ready to 
advise or assist those deserving to embark on the 
sea of commerce or, in kindly sympathy, take the 
pilot off a sinking ship and help him to a new 
start—ready with advice and counsel to map out 
a plan and budget to enable the ambitious and 
worthy to become financially independent. 

But, since the debacle of this depression, some- 
thing has happened. We find the banker’s chair 
deserted. The crowd has moved to another chair, 
a rather inconspicuous one, but they are looking 
to its occupant for the advice and help they for- 
merly sought from the banker. 

The retail credit manager has become the con- 
fidential trusted adviser of the public. He has: 
new dignity—his job has added importance, and 
he has before him wonderful possibilities for help- 
fulness, if he will grasp the opportunity. 


The Moral Hazard Is Increasing 


E LEARN from the insurance companit 
W es during the past few years the mort 

hazard on their risks has greatly 1 
creased, as indicated by unusual losses in ir 
automobile and fidelity bond insurance. 

It appears that unemployment and the strain of 
debt has forced formerly honest men to resort to 
dishonest practices which they would not think of 
in normal times. 

This is a matter for serious consideration by 
every retail credit manager, because a breakdown 
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in our moral character is an impairment of the 
very fundamental of credit. 

Consumer credit is largely based upon the 
moral rather than the financial risk and if present- 
day conditions have a tendency to weaken the 
moral standards of our customers, then we are 
facing a situation calling for a readjustment of 
our methods of credit extension. 

It means we must be on our toes at all times. 
We cannot afford to take chances or guess. We 
must know all about our customers, not only the 
new but also the old. Now, as never before, it 
will pay to get up-to-date reports from our credit 
bureaus. This is no time to curtail bureau service. 


A Message Directed to Store Executives 


HE first of the year is an appropriate time 
Te the retail store executive to analyze and 

appraise that most important of store execu- 
tives: The man behind the Credit Desk—the man 
to whom you have intrusted your accounts re- 
ceivable, your good will, your credit sales. 

His is always a position of grave responsibility 
and trust but during the past three years he has 
faced the most difficult problems ever presented to 
a retail credit manager. 

If your charge sales have maintained a fair vol- 
ume, your credit loss not been excessive and your 
turnover in accounts has not caused you worry 
then your credit man has done a good job and de-. 
serves a pat on the back and an encouraging word. 
There is nothing which inspires us to strive for 
excellence more than the knowledge that our work 
is appreciated. 

Many a man has lost heart or become an autom- 
aton because of the failure of his superior officer 
to recognize his service. 

It may be that you are not fully satisfied with 
the results in your credit department and the 
credit manager may be at fault but, before plac- 
ing the blame, ask yourself: 

“Have I provided him with all the help and 
equipment which are necessary in this day of lib- 
eral credit? Have I backed him up in his deci- 
sions and made him feel the importance of his 
job?” 

It may be that he is not entirely to blame. Too 
many merchants make the mistake of looking upon 
their credit managers as clerks, instead of execu- 
tives! 

Store managers should realize that our pro- 
gram for recovery requires the most efficient man- 
agement, the most effective equipment and the 
most aggressive sales policy. The credit depart- 
ment is the one place in the store where all these 
features should stand out. Truly the credit man- 
ager has a real job and only in proportion to your 
appreciation of this fact will he succeed. 
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A Christmas 
Greeting 


HE clock of time ticks relent- 
lessly on and we find ourselves 
on the eve of another Christ- 
mas. We search in vain for more ap- 
propriate words than the trite old say- 
ing “Merry Christmas” with which 
to convey our greetings to our friends. 


In view of the grief, suffering and 
worry we have all gone through, the 
gaiety and joy conveyed by the word 
“Merry” seems a little out of place, 
but we recall the story of the first 
Christmas and how, in the darkness 
of the night, there came the Light 
which was destined to shine through 
the ages, filling men with hope, con- 
fidence and righteousness. 


Let us pray that on this Christmas 
we will see the light of revived busi- 
ness breaking through the clouds of 
depression, bringing re-employment 
and filling us with hope, courage and 
confidence. 


Let us make our hearts merry by 
helping the sick, unfortunate and 
“down and out,” thereby following 
in the footsteps of Him whose birth 
we celebrate and of whom it was said, 
“He went about doing good.” After 
all, this is the true Christmas spirit. 


That each member of the National 
Retail Credit Association may enjoy 
the heavenly peace and earthly bless- 
ings summed up in the greeting 
“Merry Christmas” is the sincere 


wish of 
D. J. Wooptock. 
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SPEED ACCURACY 


A Real Help in Reducing Credit Losses! 
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The Modern Method of Handling Credit Information has th 


Used by over 140 stores and banks, connected to 22 credit bureaus as a means of improving § *™ 


the efficiency of their credit departments so as to have a better check on credit applicants. = 
’ 


WITH TELAUTOGRAPHS YOU CAN HAVE AMONG OTHER ADVANTAGES— _— 


fixed. 


1. Instant contact between store and bureau at all 5. The elimination of verbal misunderstandings and i 


times. the consequent loss of time and effort. When an j 
2. In two minutes’ time—either an average, in file error occurs, there can be no shirking of responsi- 
report or references wanted hurriedly. bility. 

. 3. A complete handwritten report in from ten to 
fifteen minutes—permitting deliveries on the same 
day they were ordered, instead of from twenty- 
four to forty-eight hours later. 

4. A reduction of operating costs by the concentra- . Protection against the dishonest by means of 4 
tion of work. special broadcasting feature. 


. Increased good will and a better spirit of coopera 
tion between all stores and bureau in this han- 
dling of credit information. 


learn 


False Economy Has Proved a Detriment to Every Organization influe 


m tance 
If you wish to economize—you should economize on credit losses— influe 
not on credit methods or efficiency vear. 


Connect your Credit Department with the Credit Bureau by means of the Telautograph M 


Amor 


Why Not Consult Your Bureau Manager? We Find Most 7 
Bureau Managers Desirous of This System in 


Telautograph Rentals Are About $1.00 Per Day Per Store! their 
DEPENDABILITY ECONOMY SERVICE, |” 


tice 


TELAUTOGRAPH CORPORATION “T 


FACTORY AND GENERAL OFFICES: 16 WEST SIXTY-FIRST STREET, NEW YORK, N.¥-§ way 
We Have Forty-Five Branch Offices Serving Over 450 Cities in the United States attit 
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Suggestions for Improving 
the Credit System 


By W. E. GRIMES 


Head of Department of Agricultural Economics, Kansas State College 
of Agriculture and Applied Science, Manhattan, Kansas 


attitudes and habits. The attitude of a person to- 

ward his credit determines whether he will assume 
credit obligations which he can meet and whether he will 
meet them promptly or attempt to evade them. 

These attitudes become so firmly fixed that they are 
habits. Improvement in the credit system must be con- 
cerned with these attitudes and habits if improvement is 
to come through better treatment of credit by those to 
whom it is extended. 

Attitudes and habits pertaining to credit are in large 
measure the result of the home environment of the in- 
dividual and the training he receives in his younger years. 

The person who comes from a home where credit was 
considered as a sacred trust to be carefully safeguarded 
has the best background for the development of a satis- 
factory attitude toward credit. Home influences are not 
quickly forgotten. 

However, the homes of the present are dominated by 
parents whose credit attitudes and habits are fairly firmly 
fixed. By the time a person is old enough to be head of 
afamily most habits and attitudes are so firmly fixed that 
changes are difficult. 

Possibilities for improvement lie mainly in the training 
of young people while they are in the impressionable age. 
Consequently, the chief hope for permanent improvement 
in credit attitudes and performances is with young people. 

The education of a person begins in the home, contin- 
ues in the schools, and is followed up by those things 
learned through experience and contacts in later life. The 
influence of our school system is of outstanding impor- 
tance. After a child starts to school, he is under school 


influences at least one-half of his time during the school 
year. 


Prrisic treatment of credit is largely a matter of 


Many excellent virtues are taught in our schools. 
Among these things is thrift. The advantages of prac- 
ticing thrift are stressed. 

Opportunities are offered in many schools for the prac- 
ticing of thrift. The children are encouraged to save 
their money and in some schools a simple banking system 
is maintained to give the children an opportunity to prac- 
tice thrift. These things exert great influence on the 
children and much good is to be expected from them. 

The teaching of thrift in schools suggests a possible 
way of educating young people in the proper uses of and 
attitudes toward credit. Satisfactory credit conduct could 
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well be taught in our schools and some plan might be 
worked out whereby the children would have oppor- 
tunities to practice the proper use of credit. 

Some scheme might be worked out whereby the chil- 
dren would receive certain things on credit and then 
would be expected to pay these bills promptly at specified 
times. Failure to take care of the obligation promptly 
and satisfactorily would result in the disapproval of the 
other children and there are few more compelling motives 
than the desire for the respect and approval of one’s as- 
sociates. 

Lesson materials dealing with the proper use of credit 
and talks on credit made by well-qualified persons could 
supplement the practice in the use of credit offered the 
children in schools. The practice work would probably 
be the more effective. The effectiveness of lesson mate- 
rials and of talks would depend upon the care in their 
preparation and the skill with which they were used. 

After the young person finishes his training in the 
schoolroom there is still much opportunity to aid him in 
developing satisfactory credit habits and attitudes. The 
merchant or other person extending credit to a young 
person has a moral obligation to see that the young per- 
son does not abuse the confidence imposed in him. 


If those having files of unpaid bills would look back 
through those that have been charged off they probably 
would find persons who have been guilty of various 
crimes since the credit was extended. The question may 
be asked as to whether the failure of the merchant to in- 
sist upon prompt and full payment of the debt was a fac- 
tor contributing to the downfall of the person receiving 
the credit. 


It should be remembered that most criminals begin 
their careers of crime by committing minor offenses. The 
evasion of a credit obligation could well be classed among 
such minor offenses. ‘These offenses slowly but surely 
undermine character and may result ultimately in hard- 
ened criminals. 

The one extending credit has the moral obligation to 
insist that those whom he trusts do not abuse this trust. 
This is particularly true in dealing with young people. 
The credit habits they acquire will stay with them 
throughout life and probably will become accentuated 
with the passage of timc and the gaining of experience. 

(Continued on page 16.) 
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An Address Before a Combined Meeting of Wholesale and Re- the ins 
tail Credit Managers of Boston and Vicinity, November 15, 1932 of whi 


placed 

ONSUMER CREDIT—we are so prone to talk of tion, the importance of retail credit can hardly be over. Sinc 
it and to think of it as a recent development, a new estimated. ing mi 
experiment, and yet I am sure that Daniel Web- The retailer, today, is the sales manager of the na § refrige 

ster, that precious heritage of New England, recognized tion’s business and, as such, our prosperity depends on his § possibl 
and appreciated the important position consumer credit ability to distribute merchandise. If through sound credit § the fu 
was to attain when he said: “Credit has done a thousand procedure he can keep his accounts liquid and thereby § adhere 
times more to enrich mankind than all the gold mines in increase retail sales, he is showing himself the best friend The 
the world.” of the wholesaler, because he is rendering a service which § tailer 
Commenting on this statement, the president of the will enable 112,000 wholesalers and 258,000 manufac § credit 
Washington Clearing House, a noted banker, in a recent aaesang a dispose of their products. witho 
address, further asserted that “as a means of promoting This depression has been the first real test of the ste Th 
human welfare, credit is more powerful than all the bility of consumer credit. Would it stand the test! result: 
money in the world, all of the machinery and labor- Would it weather the onslaught of the worst depression and v 
saving devices, and all of the tools of production, for if within the memory of anyone now living? pressic 


: : The retailers of the nation should feel exceptionally B tioned 
the power to buy with a promise to pay were taken away ‘ : 
proud of the fact that throughout this depression when § would 


all other forms of credit were unstable, consumer credit B done : 
was the one bright spot on the commercial horizon. Sec 
The most recent credit survey released by the Depart- 
ment of Commerce at Washington discloses the fact that B pany, 
consumer credit losses increased only 0.4 per cent over B both 
the same period of 1931. bility 
During the prosperous years up to and including 1929, § more 
During the past year they sold to the consumer 53 bil- the average loss on consumer credit was under 1% of | 
lions worth of merchandise, of which 27 billions were per cent. During the year 1930 that figure went up to & gener 
sold on credit. This gives us some idea of the magnitude 0.82 per cent, and during the year just closed, consumer Th 
and the growing importance of consumer credit and the credit losses were 1.2 per cent of credit sales. 
place it occupies in our general scheme of things in this What other class of credit grantors can show a better 
generation in which we live. record? Can mercantile credit? Can bank credit? Can 
It also shows something of its necessity because when investment credit? In what other kind of investment 
we take into consideration the fact that there are only could the retail merchant invest his money that would 
10 billions of currency in the United States (and only show less shrinkage than in his accounts receivable—this 
5 billions of this is in circulation) and that in the retail largest single asset apart from the stock itself? 
trade alone we do 53 billions annually, it will be seen The accounts receivable of the average retailer proved 
that this enormous turnover would be impossible without a more liquid asset and were subject to less shrinkage 
some medium of exchange other than currency. This than the goods remaining on the shelves which, due to the 


medium of exchange, the solution of this gigantic prob- reduction in commodity prices, shrank all the way from 
lem, we have found in our modern credit system. 15 to 20 per cent! 


from us, we would have to begin all over again to build 
up our civilization from the basic condition of barter.” 


To fully appreciate either of the above statements, we 
must consider the national volume of business. It is as- 
sumed that the nation’s business amounts approximately 
to 350 billions annually. There are 1,313,000 retail es- 
tablishments in the United States. 
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It may seem radical to venture the statement that con- Installment credit also has likewise justified itself by 
sumer credit is the foundation stone in the monument of results. Back in the early ’20’s, after the United States 
our national economic life, the stone upon which rests the Government had shown the American public the poss 
success or failure of the manufacturer and the whole- bilities of buying on the installment plan by selling bil- 
saler, because wholesale credit traces its inception to an lions of dollars of Liberty Bonds on a basis of a dollar 
earlier date than consumer or retail credit. The fact re- down and a dollar a week, many warnings were thrown 
mains, however, that, as a vital factor in retail distribu- out, at business conventions and through trade papers by 
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men high up in business circles, of the dire results that 
would follow the general intrgduction of the installment 
account—then in its inception—as a part of our credit 
gstem of retail distribution. 

The economists also proved or tried to prove that in 
any prolonged period of unemployment, serious results 
would follow. We thought then that they knew. We 
know now they didn’t. 

In the meantime, we have had the automobile. Twenty- 
six millions of them are on the road; 90 per cent sold on 
the installment plan. Then came the radio, forty millions 
of which found their way into as many American homes, 
placed there largely on the installment plan. 

Since that we have had the vacuum sweeper, the wash- 
ing machine, the ironing machine, and now the electric 
refrigerator. These labor-saving devices have been made 
possible by the use of the installment account and where 
the fundamental principles of credit granting have been 
adhered to, the calamities prophesied have not taken place. 

There has been no epidemic of repossessions. The re- 
tailer has continued throughout the depression to extend 
credit both on open account and on the installment plan 
without disastrous results. 

There are several factors which have contributed to the 
results which have unquestionably favored the merchant 
and which have prevented serious losses during the de- 
First of all, is the innate and unques- 
tioned honesty of the average citizen without which it 
would be impossible to do business at all as it is being 
done at the present time. 


pression period. 


Second: The credit manager, entrusted with the tre- 
mendous task of handling the credit business of his com- 
pany, and who is the keeper of the keys, is better fitted 
both by education and training to handle this responsi- 
bility than ever before. The average merchant is giving 
more attention to and is more conversant with the prob- 
lems of his credit department and credit departments in 
general are better organized. 


Third: The National Retail Credit Association, with 
headquarters at St. Louis, now in the twentieth year of 
its existence, has been of inestimable value to the mer- 
chants in ever keeping before the retail credit managers 
of the nation the necessity of adherence to proved credit 
practices. 

It has also contributed through its monthly publication, 
The Creprr Wor pb, timely and authentic information 
on retail credit granting, and through regional and na- 
tional conventions has kept its members in constant touch 
with the retail credit situation throughout the country. 

It has succeeded in establishing 1,280 retail credit bu- 
reaus throughout the United States, in whose files are 
recorded the paying habits of 60 millions of individuals, 
and through the interchange of credit information these 
bureaus are today serving 180 thousand merchants 
throughout the United States. 

In our own city of Boston, we have one of these bu- 
teaus, which is serving the retail credit interests of Bos- 
ton and vicinity, and which, although only in its third 
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year, has recorded in its files the bill-paying habits of 
one and a quarter millions of the credit buyers of Greater 
Boston, Massachusetts and New England. 


The haphazard era of retail credit has definitely passed. 
Credit managers no longer are content with judging an 
individual from personal appearance or with passing 
credit exclusively on intuition. 

Today the credit manager demands facts, past and 
present knowledge of the applicant, and so he refers each 
application to the central credit bureau in his community. 
The bureau is a safety deposit vault of both good and 
derogatory information to which merchants by agreement 
send every type of information concerning their accounts. 

Intelligent credit granting is a service to the public 

for it prevents one taking on himself burdens which are 
beyond his capacity. This restricting and limiting of 
purchases aids in reducing personal bankruptcy. 
The 
average citizen is still paying his bills with reasonable 
If the retailer had refused credit as the 
banker did, the channels of business would have been 
clogged and everyone would have suffered more serious 
results. 


We have had no curtailment of consumer credit. 


promptness. 


Retail collection percentages throughout the country 
appear to be in a fairly satisfactory condition and by no 
means have they declined in the same ratio with pro- 
longed unemployment and reduced incomes. 

The future, the dawning of a new day, is always 
worthy of interest. The present trends in consumer 
credit indicate not shorter terms but a firmer insistence 
on adherence to the terms already allowed, as well as a 
closer follow-up on accounts. 

Up-to-date account handling is a merchandising propo- 
sition, that is to say, the investment in accounts should 
be constantly turning over. Sixty days is a fair turnover 
Under normal conditions, accounts receivable 
should turn six times during the year. At no time should 
there be outstanding more than two months’ sales. 


period. 


Slow-moving accounts are like slow-moving merchan- 
dise—unprofitable! If merchandise does not sell, it must 
be taken out of its regular classification and marked 
down, in order that the money invested may be turned 
into cash and re-invested. 


proposition. 


It becomes a bargain-counter 
The same is true of accounts! If an account is not 
turning over regularly, its classification must be changed 


and the account transferred to “suspense.” ‘The suspense 
account must not be allowed to lie dormant either, and if 
action on that classification is not producing results, it 
should be forwarded to the credit bureau for collection. 
If the Bureau cannot collect the money, then the account 
should be routed to the attorney and if his efforts are un- 
successful, it should be charged off the books. 

The charge-off of an account to profit and loss is 
equivalent to a mark-down. It is a charge against profit. 
The investment in the account, that is, the acceptance of 
the account in the first place, was perhaps an error in 

(Continued on page 30.) 


Psychology for Credit Men— 


Occupation as a Measure of Intelligence 
By H. PAUL KEGLEY 


N MY previous article on this subject (in The Crepit 

Wor tp for November), mention was made of the U. 

S. Army tests used during the World War. In the 
restudy of the tests given the American soldiers their 
former occupations were taken from their service records 
along with their Army Alpha Intelligence scores. 

It first must be stated that the Army Alpha scores dif- 
fer somewhat from the Terman revision of the Binet 
tests which were described in my previous article. They 
were designated in letter values with 
percentage as follows: 


Very superior 
Superior 
High average 
Average 

C- Low average 

D Inferior 

D Very inferior 


and E a - 


5.4 percentage 


an approximate 


Obviously a natural selective process is at work which 
prevents men of low intelligence from filling certain posi. 


tions, and which invites men of higher intelligence into 


the professions and vocations requiring their full ability 
Shown below is a much abbreviated chart of the stud; 
of over 18,000 army service records which gives a rela. 
tionship between occupations and intelligence. 

For our purposes we have here a measure of intelli- 
gence, rough though it may be, and as such it can be of 
some value, especially since there are no ways of adminis- 
tering tests to our subjects. A further value in this chart 
is the range of intelligence noted for all of the occupa 
tions and professions. 

The vertical line denotes the median score for each 
occupation—hence there are many scored both above and 
below the middle score. Of interest to us is the observa- 
tion that the man who is the least efficient in a given 
occupation is doubtless in those low ranges of intelligence, 
while the most efficient man in his line probably is at the 
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the o} 
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Probably one of the most extensively quoted charts upper level of intelligence shown for that vocation. idiot : 


found in all the psychological literature is that of this been 


It is 


In observing individuals we must not forget that there 


occupational distribution in relation to intelligence. are more “stars” in the “constellation” of the personality page ; 


of no small significance to credit men. 


OCCUPATIONAL DISTRIBUTION IN RELATION TO INT 


than that of intelligence. One might be of a relativels 


ELLIGENCE 


ABBREVIATED CHART OF STUDY OF OVER 18,000 ARMY SERVICE RECORDS 


D D Cc 


Laborer 
Teamster 
Barber 


Bricklayer 

Cook 

Baker 

Painter 

Butcher 

Plumber 

Gunsmith 

Auto assembler 
Telephone operator 


Photographer 
Telegrapher 
R. R. clerk 
Filing clerk 
General clerk 
Army nurse 
Bookkeeper 


Dental officer 

Mechanical draftsman 
B_ Accountant 

Civil engineer 

Medical officer 


A Engineer officer 


D Cc 


= 


C+ B 
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low intelligence for a given occupation but have one or 
more aptitudes that may be of -material value to him. 
Some of these are special abilities in mechanics, art, music, 
social ability, fluency of speech and so on. 

Walter Dill Scott, President of Northwestern Univer- 
sity, relates an experience in point in administering one 
of these tests to a group of salesmen. After he scored the 
test he compared the scores with the sales records and he 
was astonished to find one of the very best salesmen with 
an intelligence rating almost of feeblemindedness. At 
first an error was suspected and he asked to see the man. 

He found him to be a large, fine appearing man, with 
a hearty, jovial, friendly manner which made everyone 
like him. His ability with his customers was obviously 
unusual, being based on an interest in others which is 
termed extroverted in psychological terminology. The 
telltale symptom was discovered in that he was given 
aman to ride around with him on his calls on the trade. 

He was unable to keep the simple records of his sales 
and this was evidence of his intelligence deficiency. ‘This 
also aptly illustrated the asymmetrical or unbalanced 
abilities that often account for these exceptional cases. 

Not infrequently are found more extreme cases than 
the one above mentioned. Early writers on the feeble- 
minded paid much attention to describing “idiot savants” 
who possessed extraordinary talent in some special direc- 
tion. To the old-fashioned observer who thought of the 
idiot as a thing apart like a different species, it must have 
been a shock to find one who could recite from memory 
page after page of a book. 

To the psychologist thinking in quantitative amounts 
of intelligence it is no surprise to find individuals of 
mental ages from seven to ten years doing these and simi- 
lar things. A mentality of seven to ten can easily accom- 
plish this by much practice, especially if we make an al- 
lowance for the presence of the special abilities. All so- 
called “idiot savants” are now explained in this way. 

The particular value to credit men found in this in- 
vestigation of occupations and intelligence is that as we 
descend the I-Q scale below the dull normal area, the 
ability to care for one’s self decreases in a marked manner. 
The dull normals or morons can do menial work, and, as 
previously stated, actually enjoy it, especially if it requires 
much physical exertion. By the same token they dislike 
the more delicate work or that which requires much 
mental activity. 

The data on page 25, November Crepir Wor tp, 
shows that of white drafted men 10 per cent were of 
nine years mental age and below, and that they were in 
one respect selected men as the local draft boards must 
have rejected the more obviously feeble-minded. Credit 
men should learn to recognize these dull mental cases in 
their true light, and also note the cases of insufficient 
intelligence to fit the vocation or the job at hand. 

One of the applications for us is that many persons are 
attempting work and enterprises that are above their in- 
tellectual capacity, and that not a small percentage of the 
population are so lacking in intelligence that they are 
unable to care for themselves. One of the most impor- 
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tant inabilities to care for one’s self is in financial matters 
or just plain family or domestic management. 

Many of our problem cases in credit work are those 
individuals who are lacking in sufficient intelligence to 
care for themselves, or they may be operating an enter- 
prise that is beyond their intellectual capacity. 

If this is an added concept for credit men to utilize 
in evaluating their applicants and customers, then how 
can it be used? It probably never will be possible to ad- 
minister the psychological tests to our customers, because 
the adult is extremely sensitive to his mental condition, 
and then, too, the management probably never would con- 
sider it a necessary program. 


“Not a small percentage of the population so lacking in 
intelligence that they are unable to care for themselves” 


Obviously we must resort to indirect means. (Do | 
hear you say that handwriting, spelling or physical fea- 
tures are telltales?) It is not uncommon to hear that 
handwriting is a measure of personality but never has the 
claim been fully established. 

From a very exhaustive study of handwriting of a 
group of students who had been previously given the 
Army test for intelligence, it was concluded that hand- 
writing is of no value whatever in estimating intelligence. 
And further, that there is practically no relation between 
intelligence and either neatness or quality of the hand- 
writing. 

Spelling, too, has been considered almost a fine art, an 
indication of culture and ability. But is spelling really 
a reliable indication of intelligence? Several investiga- 
tions have been made to answer this question. While 
there is a slight positive relationship between spelling and 
intelligence the correlation is so low as to indicate that 
spelling ability is useless as an indication of one’s judg- 
ment and reasoning ability. 

In one study all grades of spelling ability are repre- 
sented in each quarter of intelligence scores, from the 
lowest to the highest, and it was shown that actually more 
of the poorest group of spellers made intelligence scores 
above the average for the group as a whole. From such 
investigations it would appear extremely unsafe to judge 
a person’s intelligence from his ability to spell. 

From the dawn of history people have tried in various 
ways to read character and to predict the future behavior 

(Continued on page 28.) 








LARGE percentage of the average skilled laborer 

(and equivalent) accounts is in difficulty now, 

not due primarily to present business conditions 
but largely to ignorance of simple economics and inability 
to plan for the future and even attempt to adequately 
prepare for decreased earnings. 

The average wage earner during the past few years 
projected and mortgaged his earning power at an ever- 
increasing rate. He seemed unmindful of the fact that 
steady work and high wages would not always be had— 
and nobody wanted to remind him of it even if the 
thought suggested itself. 

Today, he is disillusioned and remorseful, as substantial 
equities are sacrificed to the imperative demands of de- 
linquent balances due. At the same time, he is faced 
with the problem of replacements and in some sections, 
where business is already seemingly rounding the corner, 
past due accounts are bearing down on his first job in 
many months with a great deal of pressure. 

Consumption during the past two years has taken its 
toll to the point where necessity demands substantial re- 
placements and in many instances entire refurnishing. 
The credit houses can insure themselves against a whole- 
sale repetition of the present conditions and at the same 
time render a service of untold good to our economic 
structure by realizing to a greater extent the position of 
qualified adviser their credit managers hold to their cus- 
tomers. 

More emphasis must be placed upon determining the 
amount of outstanding obligations against the prospective 
buyer—more now than ever before. Care must be taken 
to ascertain the exact nature of these obligations, length 
of time outstanding, terms of liquidation, and attitude of 
the creditor. 

The passing of any substantial purchase in the face of 
high outstandings and serious delinquencies, with the cus- 
tomer on his first job after a long lay-off, may be actually 
forcing that customer into bankruptcy. 

The credit man must read the banker’s primer, preach 
the banker’s credo of saving. He must join hands with 
savings banks and stimulate their acceptance and use by 
his “institution-shy” customers. 

He knows the conditions of his customers, their do- 
mestic lives, their discordant notes, their employment 
troubles and their inherent qualities of honesty, quicker 
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Budgeting Expenditures — 
a New Field for Education 





By N. F. EDWARDS 


Credit Manager, Sterchi Bros. Stores, Inc., 


Knoxville, Tenn. 


A Dual Invitation for Credit Men to Become Instructors 
and for Bankers to Furnish the Chalk and Blackboard! 


and possibly much better than the banker will ever learn 
them. 
saving. 


In him lies the power to inculcate the spirit of 


Fruit growers have spent thousands of dollars educat- 
ing the people to drink fruit juices. In the same way, 
tomato juice has been put over but aside from the usual 
dignified, cold, etched advertising of our banks, nobody 
has gotten a savings message across to the man who 
vitally needs its benefits. 

The systematic saving of a predetermined percentage 
of earning power is the only sane safeguard against the 
exigencies of the future available to the wage earner. 
Only by adoption of this habit can he insure the protec- 
tion of his equities and avoid the losses to which he has 
been and is now being subjected. 

From the credit man’s standpoint, his extensions of 
credit are dropped to an appreciably lower risk when an 
applicant’s financial background discloses a savings ac- 
When the interview 
does not reveal a habit of savings, the credit man has 


count, however modest it may be. 


every right to urge its inception, especially when his sug- 
gestion is presented from the viewpoint of mutual pro 
tection and insurance. 

The credit man must align himself with the banker 
and together they must promote the quality of saving 
among our credit buyers who have never known its bene 
fits. The small loan companies occupy an honorable and 
justifiable position in our business structure but they 
should represent only the wage earner’s second line 
defense. 

A man in emergency can perform wonders of econom- 
ical management and living if he has only a little to 
draw from but an independent existence cannot be sus 
If the credit fraternity will 
awaken to its educational duty and present the argument 


tained without income. 


of savings in the laborer’s language from the banker’ 
viewpoint, it can mitigate millions of dollars annually in 
lost equities and reduce substantially the mortality of this 
class of accounts during periods of unemployment. 
Every credit man should familiarize himself with 
budget requirement estimates on any income and espe 
As an interview 
progresses and we discover that present expenditures d0 
not equal income by say 15 per cent—including the 


cially those of the smaller amounts. 





and find that no savings account 


anticipated charge 
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held by the prospective customer, we should be morally 
compelled and financially interested to the extent of 
making a convert to the cause on Uncertainty Insurance. 

Surely, after the period we have just passed through, 
no one group, exclusive of the bankers themselves, is in 
better position to speak authoritatively on the vital neces- 
sity of saving. 

The extension of industrial credit unions through the 
cooperation of local credit bureaus; the active promotion 
of credit balance accounts, deferred purchase or interest- 
bearing accounts; and a progressive program of educa- 
tional training, should be a conscious part of each credit 
man’s work for his company, his customers, and his com- 
munity. 

In spite of the fact that savings account deposits 
throughout the country are showing steady increases, it 
is an indisputable fact that there are too many thousands 
of people who have never placed one cent in any deposi- 
tory. 

These people need the counsel and guidance of the 
credit man with whom they spend their money. One 
word of his advice will outweigh a hundred lines of 
boldface type and his interest should be active enough to 
the extent of, if necessary, determining a specified amount 
for savings and recommending a bank with an active de- 
partment. 

Psychologically and economically there now exists the 
most propitious time for the credit fraternity to actually 
undertake the constructive task of teaching the basic rules 
and principles of simple budgeting. 

In some instances and with certain classes the work is 
not so much that of education as conversion, and unless 
the lessons of the past two years can be capitalized busi- 
ness has missed a golden opportunity. If the banking 
group will join with the credit fraternity and prepare in 
simple form a graphic illustration of budget texts, the 
credit men can be counted upon to do the actual work. 

This is not offered as a panacea for present losses, nor 
a quick way to future profits but, with the active and 
interested cooperation of the banking association, the 
credit man, through his close and intimate relations with 
his local buying public, multiplied by every credit execu- 
tive in the United States, can constitute the most power- 
ful business stabilizer known to modern retail commerce. 


> > » 
Department Store Installment Sales 
A recent survey in Ohio indicated a large percentage 


of radios, vacuum sweepers, mechanical refrigerators, and 
electric washers were sold on the installment basis in de- 


partment stores as well as furniture stores. The figures 
were as follows: 
FURNITURE DEPARTMENT 
STORES STORES 
Radios 93.9% 50% 
Vacuum Sweepers 95.4% 72% 
Mechanical Refrigerators 94.7% 60% 
Electric Washers 96.4% 63% 
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Kentucky Needs More Credit Bu- 
reaus, Says Louisville Merchant 


An item on which we can all probably agree is the 
service that can be rendered by our central organization 
(The Kentucky Merchants Association) in building up 
credit bureaus for the benefit of merchants in our com- 
munities. We have in Kentucky today, probably fewer 
credit bureaus than any other state in the United States, 
since there are only nine agencies listed as members of 
the Service Department of the National Retail Credit 
Association, while 1,200 are listed in the United States. 

It would seem that our state organization would be 
justified if for no other reason than that it could assist 
the merchants in establishing credit bureaus. Certainly 
the day has passed when merchants consider it good 
business to refuse to furnish an accurate record, when 
called upon by other merchants. While I am not pri- 
marily a credit man, there are undoubtedly several things 
that can be done for the benefit of all merchants. 

The amendment to Section 258 of the Kentucky Stat- 
utes, changing the time of limitation on merchants’ ac- 
counts from 2 to 5 years, passed during the last session 
of the Legislature, is perhaps an example of the type of 
results that can be accomplished by merchants when they 
show united effort!—Extract from an article by Robert 
J. McKim, President The Stewart Dry Goods Co., 
Louisville, Ky., in the October “Kentucky Merchant.” 








We say “Yes Ma’am” 
to our Cooks 


Women cooks prepare the food for the 
Hotel Lexington restaurants. That’s why 
it’s so delicious and wholesome. And 
Lexington restaurant prices, like its room 
rates, are sensible—35c for breakfast, 
65c for luncheon and $1.00 for dinner in 
the main dining room. 

$3 a day and up for Lexington rooms— 
$4 and up for two persons. 


HOTEL LEXINGTON 


In Grand Central Zone, Lexington Ave. at 48th St. 


NEW YORK CITY 
CHARLES E. ROCHESTER, General Manager 














Has Three-Cent Postage Affected 
Collections by Mail? 


Have you noticed any decrease in your mail collections 
since the increase in postage and the passage of the check 
tax? 

Have you noticed any corresponding increase in pay- 
ments “at the window”? 

“Since the new three-cent postage rate went into 
effect,” writes R. P. London, Secretary-Treasurer, 
London Hardware Co., Johnson City, Tenn., “there has 
been a very pronounced decline in our collections by mail. 
The fact that the two-cent excise tax on checks went into 
effect at the same time is to be noted. 

“Before June 21, about 75 per cent of our smaller 
accounts were paid promptly upon receipt of statement, 
and a good percentage of the larger accounts were either 
paid up in full or curtailed by checks through the mails. 
We believe we can safely estimate our mail collections 
today at about 10 per cent, which is of course an alarming 
reduction. 

“Naturally, we are considerably concerned about this, 
and are interested in knowing the experience of other 
retailers throughout the country so that some concerted 
effort may be made to correct this evil that is hampering 
business operations.” 


This is a very timely question and I would like to 
hear from every member in response to the two ques- 
tions at the beginning of this article—D. J. W. 

> >» » 

The New York 20-Store index for checking collections 
shows that although October, 1932, had one less day than 
October, 1931, collections decreased only .74, this being 
the smallest loss since the Association began keeping this 
record in September, 1931. 


Comparative reports for both years follow: 


Seventeen stores in the Department Store Group: 
October 1932 Low 34.00 High 55.60 
vs 1931 ” 42.80 ” 61.20 


Fourteen in Women’s Wear Group: 
October 1932 Low 27.14 High 79.00 
1931 ” 28.50 ” 79.00 
Nine in Men’s Wear Group: 
October 1932 Low 23.75 High 52.40 
1931 ” 28.50 ” 46.00 











Reprints of any article appearing in The Credit 
World may be obtained at nominal charge, cost de- 
pending on quantity desired. 
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A Digest of Credit News 
For Quick Reading 


A City Postage Rate? 


The recommendation of Postmaster-General Brown 
for a return to the two-cent rate for local first-class mail, 
leaving the three-cent rate to apply only to out-of-town 
letters, sounds like good reasoning. It would mean an 
enormous saving to retailers and relieve them of the 
worry of perfecting an efficient personal delivery of 
monthly statements in order to save the additional penm 
Members of the National Retail Credit As 
sociation should write our Washington Counsel, Mr. R 
Preston Shealey, 521 Colorado Building, Washington, 
indicating their approval of this suggested change. 


postage. 


> » » 

The opening of the Sears-Roebuck “million dollar 
store” in Hackensack, the first of three in the New York 
district, brings that great organization out of the mail- 
order class and into the retail sales field, on a par with 
any retail organization in the country. 

» » >» 

The bulletin of the Credit Bureau of Greater New 
York estimates that $5,000,000 of accounts on the 
books of merchants in New York City are uncollectible 
because the correct address of debtor is not known. 


Forms for Annual Ledger Check 


The article on page 29 of this issue, stressing the value 
to credit granters of the annual ledger check conducted 
by most of our credit bureaus, suggests the use of a form 
which is not only economical in price but designed for the 
utmost speed and simplicity as well. 

Such a form has been perfected by our Forms and 
This form (Number R 21) hasa 
distinct advantage over the small individual slips usually 
used for this purpose in that it combines in one full-size 
(81% x 14) sheet, space for listing 12 individual account 
ratings. 


Systems Department. 


As this sheet can be used on the typewriter,’ the work 
of transcribing the listings is reduced to a minimum. It 
is not necessary to list accounts alphabetically as the sheet 
is perforated so that it can be torn apart and the listing 
sorted alphabetically by the credit bureau. 

A companion form (R 20) is a statement enclosure 
be used by members who have completed their listings and 
sent them to the bureau. This enclosure, for use with 
statements or letters, notifies the member’s customers that 
the annual report to the bureau is being made up and has 
proved a wonderful help in collecting delinquent accounts. 

Bureaus interested in these forms should write ou 
Forms and Systems Department for samples and further 
information. 
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Carrying Charges on 
Overdue Accounts 


By FRANK B. SPEIDEL 


Manager, Merchants Cooperative Association, 


Wheeling, W. Va. 


T IS encouraging to note the increasing interest in 

community plans for charging interest on past due 

accounts. Frequent discussions in The Crepir WorLD 
give rise to the hope that this will soon become a stand- 
ard policy in all communities affiliated with the National 
Retail Association. 

Here in Wheeling, the plan described below has been 
in operation since September 1, 1931, and I have not 
heard a single complaint against it during the past nine 
months. 

The purpose of this plan and the known facts that 
brought about its adoption, we are all more or less famil- 
iar with. The reason for the plan is the fact that mer- 
chants are compelled to carry open accounts long after 
the due date, owing to the neglect or inability of the cus- 
tomer to meet his obligations promptly. 

This condition, of course, forces the retail merchant 
to borrow money to meet his obligations such as payroll, 
light, heat, power, and the payment of his bills in order 
to get the discount. Therefore, all things being equal, 
if the customer is the real cause for the merchant being 
compelled to borrow money and pay interest, then it 
would be only good business practice for the customer to 
pay interest on his delinquent account. 

Charge accounts are for the convenience of customers 
and should be settled promptly at least before the end 
of the month following the month of purchase. Then 
again, another thought for adopting this plan was that 
it would speed up collections and make customers realize 
more fully when their accounts are due and payable. 

Before the adoption of this plan, it was discussed for 
more than a year’s time. Several investigations were 
made at Akron and Youngstown, Ohio, cities which are 
using a plan similar to this and getting good results. 

Several meetings were held and details discussed before 
the plan was adopted. Display advertising was used in 
the morning and evening newspapers, which was paid 
for pro rata by the firms that adopted the plan. The plan 
in general is outlined in detail in the following instruc- 
tions sent to all members: 


Delinquent or Past Due Accounts 


All accounts are due and payable on the 10th of the 
month following purchase. A grace period of 60 days is 
then allowed before the carrying charge is added. 

If the account is not paid on or before the 15th of the 
month following the due date, a carrying charge of 1% 
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of 1 per cent will be added beginning on the first day of 
the second month following purchase. 

However, the carrying charge should not be entered on 
an account not recently opened, or in other words, an 
account that has been on your books for some time, but 
inactive, before the customer is notified that a carrying 
charge is added to delinquent accounts. Those accounts 
that are already delinquent should receive a notice that 
carrying charges will be added in the future. 

The following form of notice is to be sent to all cus- 
tomers: 


TO OUR CHARGE PATRONS: 


As you undoubtedly know, regular charge accounts 
are arranged as a special service and convenience to our 
customers enabling them to pay in one sum, on the 
tenth of each month, for purchases made the previous 
month. 

Because all merchandise in our store is priced on a 
cash basis, we and many other stores have adopted the 
policy of adding a charge of 14 of 1 per cent per 
month on any balance more than sixty (60) days old, 
to cover the extra cost of carrying the account. 

Should any portion of your account be now past due, 
and should it be paid before the 10th of this month, you 
will save the carrying charge required after that date. 

In fairness to our thousands of cash customers and 
charge patrons who pay their accounts regularly within 
thirty days, we are quite sure you will recognize the 
necessity of this policy. 

Your valued patronage is appreciated and we hope you 
will cooperate with us. 

Cordially yours, 
Firm Name 
Department of Accounts. 


Example of adding carrying charge is as follows: 

Purchases made during the month of May are due and 
should be paid on or before June 10th. A grace period 
is allowed until August 15th, and the customer, having 
received a notice that a carrying charge will be added, 
the carrying charge of 1% of 1 per cent is then added to 
the account starting July Ist, and without further notice 
a similar carrying charge will be added each month there- 
after, until the bill is paid in full. 

All application forms now being used should have the 
following printed or stamped on them so that new cus- 
tomers may be acquainted with this plan: 

“T agree to pay a carrying charge of 1% of | per cent 
per month on any amount of my purchases that may be 
past due on the 10th of the second month following pur- 
chase.” 

(Continued on page 32.) 











ITH most retail concerns greatly disturbed 
over a constantly falling sales curve, all sources 
of obtaining additional business are being 
Even the potentialities of the collection letter as 
an aid to selling, are finally being looked into. 


tapped. 


In our concern, which is a big little business (selling 
custom tailored clothes with national distribution), it so 
happens that I handle both the sales promotion and credit 
departments. ‘This places me in a position where it is 
necessary to look at collections with an eye to future sales. 
That the two can be successfully combined I have proved 
to myself through sales directly traceable to collection 


letters. 


The collection letter should not be a far cry from the 
sales letter, if it is written along human-interest lines. 
Every collection letter can have a sales viewpoint: that 
is, selling the institution, the advantages of good credit 
standing or even additional merchandise. 


Today there is greater competition for a customer’s 
money than for his business. He can be sued to compel 
him to palm out his money for merchandise already pur- 
It’s so 
much harder to be honest and pay one’s debts, when pay- 
ment means sacrifice, discomfort and sometimes even hard- 
ship. 


chased, but you can’t sue him for new business. 


In the writing of collection letters, we should use the 
technique of persuasion more, for that is the basis of all 
selling. Some of the hackneyed appeals which are made 
in collection letters, those of the “mislaid bill” or “over- 
looked account” variety, are insults to the intelligence of 
the average five- and ten- cent store purchaser. 

The collection man has just as difficult a task as the 
salesman. If such is the case, why not use the very same 
tactics which sales promotion experts have proved to be 
effective? 

Emphasize the advantages which accrue to the cus- 
tomer through prompt payment. It has been proved that 
almost 100 per cent of credit buyers are honest. The 
reasons why accounts remain unpaid are, in the vast ma- 
jority, simple ones. 

Either the debtor hasn’t the money to pay, has the 
money but pays some other creditor, or else uses the 
money to purchase new merchandise. If you'll try writ- 
ing your collection letters upon this assumption, you'll 
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The Selling Side 


of Collection Letters 


By CLARENCE A. LIPMAN 
Advertising and Credit Manager, The Arthur M. 


Rosenberg Co., New Haven, Conn. 


find yourself actually selling him the idea of paying the 
account for reasons to his advantage. 


As I read over the collection letters which have been 
dictated for a certain mailing, there are always a few 
which bring out a new thought or express some old ap- 
peal in a most interesting or human way. These I call 
“potential” forms. 


On the next mailing in which these forms are used, a 
record is made of the customers who receive them and it 
is checked for percentages of money collected and re- 
sponse in promises to pay. If the percentage of effective 
ness of a letter is high, it is placed in our regular form 
letter file. 


The letter which has shown itself capable of bringing 
in the greatest number of remittances is constantly com- 
peted with by another and another, until its master has 
been created. This is an age of testing—and only by test- 
ing can the wasted effort in collection appeals be elimi- 
nated. 


Too many form letters are “lifted” from textbook 
series. ‘They may have been world-beaters for the con- 
cern that originally used them, but your own personally 
dictated letters, turned into forms, will have more life 
and blood and be more truly representative of your or- 
ganization. 


The day of the credit manager-bill collector is over, 
whether he realizes it or not. In this highly competitive 
age, the executive in charge of credit must think of sales 
as well. They are interdependent. He must realize that 
credit and collections in themselves are not an end, but 
merely a means to an end and that end is more sales at 
a profit. 

Not only is the collection letter capable of selling new 
products, but more important to a high collection per- 
centage is that of keeping sold the product already de- 
livered. 

If the product is one that lends itself to various uses, 
this may be accomplished through enclosures. Take, for 
instance, an electric refrigerator. If, with the request 
for installment payment due, a little booklet is enclosed, 
giving recipes for the making of fancy salads, iced des- 
serts, etc., wouldn’t it go a long way to enhance the value 
of the refrigerator to its owner, and in consequence, in- 
crease the desire to pay? 
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I recently had occasion to purchase an electric refriger- 

ator. I bought it on time payments, because of the con- 

yenience and also to experience the collection follow-up. 

| delayed one payment because of a defective part, after 

three complaints had been made without its being at- 

q tended to, and received a harsh collection follow-up for 
the past due installment. 


Perhaps the selling angle might be better left out of 
those accounts considerably in arrears. The big majority 
of any concern’s accounts, however, are in that stage 
where they are still classed as good customers. 

Never lose sight of the fact that you have to compete 
with others for the debtor’s money. It will give you a 
different view of the problem and induce you to plan 
your campaign more strategically and resort to more orig- 
inal appeals. For collection letters, more than any other 
kind, soon become known for what they are—form letters. 


But at no time did any member of the organization, 
who sold me my refrigerator, ask how I liked it or offer 
any suggestions which might make the product more use- 
ful. If they had, I would have told them that two mem- 
bers of my family were in the market for refrigerators. 
From my own experience, the greatest source of new 
the business is through satisfied customers. 


We all like to buy things, but few of us derive any 
pleasure out of paying bills when the enthusiasm of the 
purchase has worn off. If we can more closely associate 
the selling and paying idea, we will go a long way toward 
eliminating any unpleasantness there might be about a re- 
quest for payment. 


If your business has several departments and the cus- 
tomer patronizes only one or two of them, you can write 
him along these lines. 
of the shoes purchased a few months ago, you take this 
4) § opportunity to call his attention to the excellent mer- 
call § chandise offered in the hat and clothing departments. 
Then suggest the convenience of utilizing the complete 
It will save 


In asking for a check in payment 

A good many who read this may feel that I am asking 
too much of the collection letter, but ten years of re- 
search in the writing of collection appeals with a sales 
slant, convinces me that it can be done. 


l,a — service of the shop in every department. —o* 


Number of Bankruptcies in Past Dec- 
ade Has Increased Steadily 


A steadily increasing number of bankruptcies and busi- 
ness failures over the past decade, an increase in liabilities 
and a decrease in the amounts received by creditors are 
revealed in figures recently compiled by the U. S. De- 
partment of Justice. 


1 it — shopping time and be a great convenience in many ways, 
re- — even to writing one check when paying the bill. 

ive- Here are just a few of the things we talk about in 
xm — our collection letters. We mention the handsome styling 
of our new woolens and ask the customer to come in and 
inspect them. We tell him how prompt payment of ac- 
om counts enables us to have the ready cash to buy woolens 
has direct from the mills, with the saving passed on to the 
- customer in lower price. 

al. We go into detail about the fine construction of our 
garments and-bring oat, incidentally, that the skilled 
workmen who produce them, must be paid every Satur- 


According to the figures of the Department of Justicé; 
_ the number of bankruptcies in 1931 exceeded those of 


1920 by 44,700, and liabilities for 1931 exceeded those 

















































me day night. We talk of the proper care of a good suit of of 1920 by $807,027,613. The recorded loss to creditors 
re clothes to obtain the utmost satisfaction from it. through bankruptcy alone amounted to approximately 
life If the customer has a member of his family who also seven and a quarter billion dollars ($7,223,727,656) dur- 
je wears our clothes, but hasn’t purchased recently, we men- ing this twelve-year period. The average amount received 
tion that he has been missed. While these things and by creditors on their claims amounted to slightly less 
the many others we bring into our collection letters may than 81% cents on the dollar during the same period. In 
Yes. not be directly related to asking for money, they do create the year 1921 there were 38,507 no-asset cases. 
a a more friendly feeling and a better appreciation of the The table below is based on the U. S. Attorney-Gen- 
- service rendered. eral’s annual reports. 
that 
but 
at 
; NUMBER OF BANKRUPTCIES, AMOUNT OF ASSETS, LIABILITIES, AND PAYMENTS TO 
CREDITORS, UNITED STATES, 1920-1931 
a ~ Year Ending Number of oe Total Assets Total Total Paid to Per Cent of 
per- ___ June 30 Cases Realized Liabilities Creditors of All Classes Liabilities Paid 
de- 1920 15,622 $ 29,598,593 $ 201,626,264 $22,223,202 11.02 
1921 15,200 27,278,199 171,284,367 22,511,406 13.14 
1922 22,517 37,899,609 255,613,895 29,433,987 11.51 
ses 1923 34,401 61,861,449 486,400,908 47,998,037 9.86 
f 1924 41,649 71,587,136 663,644,791 54,523,254 8.21 
for 1925 44,440 85,348,873 747,522,847 63,528,049 8.49 
a 1926 47,307 93,017,550 806,312,992 70,764,864 8.77 
1927 48,269 96,558,929 885,557,335 72,094,328 8.14 
sed, 1928 53,592 90,540,062 830,778,611 66,693,405 8.02 
des- 1929 57,039 88,964,116 883,605,665 66,323,364 7.51 
1930 60,548 106,245,487 948,257,731 81,827,464 8.62 
alue ee 60,322 89,535,070 1,008,653,877 67,620,267 6.70 
in- Total 500,906 $809,729,936 $7,889,269,283 $665,541,627 8.43 


—_——_ 
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Suggestions for Improving the Credit System 


(Continued from page 5.) 


Too frequently it is assumed that too great insistence 
by the extender of credit on prompt and satisfactory pay- 
ment of debts will result in a loss of business. 
mal times, this unquestionably is a mistaken idea. 


In nor- 


Experience of the writer with hundreds of young peo- 
ple in connection with their first credit dealings has con- 
vinced him that every effort should be made, persuasively 
at first but forcibly if necessary, to see that young people 
meet their obligations promptly and in full. If they do 
not do so their business will be lost but it had better be 
lost before further credit is extended. 


Those who are inclined to be delinquent at first, may 
resent being brought sharply to face the facts, but if they 
respond by taking care of the obligation the time will 
soon come in the majority of instances when they will 
thank the person who insisted that they do the right 
thing and thus retain their self-respect and the respect 
and trust of their fellow-beings. 

The one extending the credit will have the moral satis- 
faction of knowing that he has not willingly contributed 
to the development of a deadbeat and in addition he will 
probably be ahead financially. Experience in credit re- 
lations with many young people has firmly convinced the 
writer of the truth of these statements. 

Credit policies of business concerns tend to react on 
customers. ‘The concern that is too liberal in extending 
credit will have bad accounts which must be charged off. 

News of these bad accounts is bound to reach the ears 
of cash customers and of credit customers who meet their 
obligations promptly and in full. These good customers 
resent the situation since they justly feel that the prices 
they pay must be high enough to take care of a share of 
these bad accounts or the concern cannot continue in 
business. 

In many ways, a concern has much to gain by strict 
and exacting credit policies and practices. They help in 
an educational way with young people and they encour- 
age the confidence of good customers. 

Another way whereby the credit system may be im- 
proved is through making the usual citizen more con- 
scious of the importance of a good credit rating and of 
the agencies whose business it is to ascertain his credit 
standing. It is doubtful if as many as one-half of the 
people using credit in the usual town or city having a 
credit bureau are aware of the existence of such a bureau. 

Much of the work of the credit bureau must, of neces- 
sity, be done behind the backs of those who are inves- 
tigated. However, more publicity could be given to the 
fact that the credit bureau is in existence. 

Also, in most cases, it would be helpful in the long run 
if those who are investigated could be more conscious of 
the fact that their credit standing was being investigated. 
If at all possible, the work of the credit bureau should be 
brought out into the open more fully and more frequently. 

These are some suggestions that may help to improve 
the credit system. The chief hope for material improve- 
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ment lies in the education of young people and in this 
process the home, the school and the one who extends 
credit all play important parts. 

If the one who extends credit fails to do his part, the 
greatest improvement cannot be secured. The part played 
by the school and by the home will finally be measured 
by the extent to which the extender of credit does his 
part in getting those things under way which ultimately 
will result in an improved credit situation. 

The credit attitudes and habits of people are created 
by the influences brought to bear upon them. Within this 
field there is much that can be done by those who extend 
credit. 








Five Letters for 
4i 4 ou 
After-New-Year s 
Collections 


Included in the December issue of the 
Better Letters Service. Subscribe now— 
here’s what you’ll get: 


1. Each month a four-page Better Let- 
ters Bulletin—four pages of constructive 
letter ideas for better and quicker col- 
lections, for developing new charge ac- 
counts, for stimulating present charge 
accounts and reviving inactive ones. 

2. Each month, copy for (a) one new 
letter to solicit new charge accounts and 
(b) one new letter to revive inactive 
accounts. 


3. Every three months (April, July, Oc- 
tober and January), copy for six new 
collection letters—letters that will bring 
you new ideas on collections. 


SPECIAL TRIAL OFFER: 


The regular subscription is $20.00 a 
year but for a limited time we will accept 
three months trial subscriptions for 
$5.00, to prove their worth. 


Address: 


NATIONAL RETAIL 
CREIT ASSOCIATION 


BETTER LETTERS SERVICE 
1218 OLIVE ST. ST. LOUIS 
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New “Pay Promptly” Advertising 
Gets Enthusiastic Welcome! 


UR new “Pay Promptly” Advertising Campaign 
seems to have “clicked” with credit men and 
bureau men alike, judging from the enthusiastic 

response with which our announcement was received. 
Orders for mats and complimentary letters are received 
daily. 

It is a fitting tribute that S. L. Gilfillan, of Min- 
neapolis, “Father of the Association,” had the honor of 
being the first to order the complete campaign, his order 
coming by telegraph! Second honors go to J. V. Battram 
of Charleston, W. Va. 

I believe, too, it is the best campaign this Association 
has ever put out. It is practical, “down to earth,” and 
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The files of the Retail Credit Bureau contain 
the credit record of every citizen, and every 
member of the bureau has access to this record 


E consider ourselves fortunate 

to be listed in “Who’s Who” 
or the Social Register, but our rating 
in the files of the Retail Credit Bu- 
reau is far more important in our 
daily lives! 


For here, in this “Who’s Who” of 
Business, are listed the credit records 
of the citizens of this community: 
How they pay the grocer, the butcher, 
the other stores, the physician, and 
the dentist—every credit granter— 
or how they don’t! 


No guesswork—no hearsay—only _ needed. 


Use your credit freely and pay all bills 
by the 10th or promptly as agreed 


__ MEMOER 
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facts are recorded. The records are 
constantly revised through reports 
from members, periodical check-ups, 
and a close watch over court records 
and other sources of information. 
And each member of this Credit 
Bureau—and of over 1200 affiliated 
credit bureaus of the National Retail 
Credit Association throughout the 
country—has access to these records. 


So, prompt payment of accounts 
builds a credit record of priceless 
value not only here at home but 
wherever and whenever credit is 


iy ay ag NOTE CAREFULLY: This Space Is for Local Association Signature 
y You 


Cut off small brackets at each outside corner of advertisement which are placed there 


convincing. It “sells” the idea of paying promptly by 
taking the customer behind the scenes and explaining the 
reasons for and the advantages of having a good credit 
record. 

Mats are furnished in three sizes—8 x 12, 6x9 and 
4 x 6 inches—at prices that just barely cover the cost. 

I would like to see every community start this cam- 
paign next month—I believe it would reduce the number 
of PR. S i.” 
send further information to any member who is inter- 
ested. 


accounts amazingly—and I'll be glad to 


Some of the comments received from members follow: 


i“ “Send complete set 8x12 mats. The ads are ex- 
cellent, and you are to be congratulated.” 


—S. L. GILFILLAN, 
Retail Credit Association of Minneapolis, Minn. 


“The booklet containing specimens of ads of the 
‘Pay Promptly’ campaign arrived just in the nick of 
time to be in readiness for a meeting of my Board of 
Directors last night. 

Most all of them were so enthusiastic about it that 
they readily sold the others, and as a consequence a 
unanimous decision was arrived at to subscribe for 
it.” 

—J. V. BatrramM, MANAGER, 
Charleston Retail Credit Association, Inc., Charleston, 
Va. 


“I appreciate receiving the new ‘Pay Promptly’ 
advertising copy and wish to state that it is the best 
copy I have ever seen regarding Pay Bills Promptly. 

“I wish to commend the National Association on the 
program that they have outlined for Pay Your Bills 
Promptly campaign.” 

—J. G. McBrive, ConTROLLeER, 
The Geo. Innes Co., Wichita, Kansas. 


“Your proof sheet of the Pay Promptly advertising 
has just been received by us and we believe that it is 
the best set of ads that you have ever put out.” 

—HERMAN MarquarptT, Mcr., 
Shoshone Credit Ass’n, Wallace, Idaho. 


“The announcement of the 1933 Pay Promptly cam- 
paign indicates so much superiority over anything so 
far done, that I immediately send you sincere felicita- 
tions.” 

—M. Tep Jacoss, Mcr., 

Muscle Shoals Credit Bureau, Inc., Florence, Ala. 

“We this morning received in the mail advance 
circular on the ‘Pay Promptly’ advertising campaign 
put out by the National, and wish to state that we 
heartily endorse it.” 

—CuHas. K. Cort, Jr., Mar., 
Manatee County Credit Exchange, Bradenton, Fla. 


Write for samples and full information. 
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Important Features of 


the 1932 Revenue Act 


By HARRY LEFKER 


Member Harry Lefker & Co., Public Accountants, New York City 
(Admitted to Practice, United States Board of Tax Appeals) 


OW that the “storm and stress” of a national 
election of unusual importance is over, the Ameri- 
can business man must again face the stern reali- 

ties of National Taxation. All of which simply means 
that the Federal Income Tax is still with us in a more 
important and potent form. 

To many business men whose individual or corporate 
activities have not yet emerged from depression and de- 
spair, any discussion of a tax on income or profits is 
perhaps academic and wholly. theoretical. However, 
many men are not aware of the general lowering or 
eliminating of exemptions, credits and deductions, thus 
creating a new body of taxpayers who hitherto may have 
been tax-exempt. 

Many struggling enterprises may find their tax burdens 
greater than they had anticipated because of the increase 
in rates and elimination of deductions. And even a small 
tax, when business is bad, may be more of a hardship 
than a large assessment in boom times. 

What I intend to present in this paper is just a bare 
outline of the important features of the 1932 Revenue 
Act and how they differ from provisions in previous Acts. 
It should be borne in mind that Regulations governing 
the 1932 Act have not yet been issued by the Treasury 
Department and hence any discussion must be confined 
to the Act itself. 

There are many important technical points upon which 
official rulings are necessary. A general article of this 
character written primarily for business men cannot as- 
sume to discuss technical matters of interest only to tax 
practitioners. 


Tax Avoidance Versus Tax Evasion 


This most important aspect of Federal Income Taxa- 
tion can be best explained by the following quotation 
from authentic sources: 


“Tt is impossible to generalize as to when a taxpayer 
steps over the line which separates tax avoidance from tax 
evasion and opens the way for the imposition of fraud 
penalties and, perhaps, criminal prosecution. If affiliated 
corporations can minimize the imposition of any amount 
of taxes through the filing of Consolidated Returns, such 
action is proper as pure tax avoidance. 

“On the other hand, when a taxpayer attempts to con- 
ceal the fact that he has made a gain from the sale of 
residential property and willfully fails to report such gain 
(even though he feels that the law is unfair in taxing 
gains and disallowing loss deductions on such sales), 
there is a clear case of tax evasion. 


“However, the incidence of the Income Tax may often 
be shifted through bona fide means. Board and Court 
decisions have so held in many cases wherein reference is 
usually made to an old Supreme Court decision which 
enunciated the oft-quoted principle that ‘. . . if a device 
is carried out by means of legal forms, it is subject to no 
legal censure.’ ” 


Attitude of Commissioner and Board Toward 
Tax Avoidance 


(CCH1932) “The attitude of the Commissioner and 
the Board toward tax avoidance may be illustrated by a 
consideration of cases involving gains from the sale of 
securities. The test applied by both the Commissioner 
and the Board is whether the sale is bona fide. 

“Some of the factors which have been the basis of find- 
ings that no bona fide sales were made to close relatives 
or friends are listed: (1) Sale price to sister greatly below 
cost and actual value, (2) unsecured promissory notes of 
brother as sole consideration for stock sold, and note sub- 
sequently cancelled by seller; (3) immediate redelivery 
by wife to her husband of stock which he transferred to 
her; and (4) sale of securities at 5 cents per share toa 
broker, an intimate friend of the taxpayer and payment 
evidenced by a worthless note. Claimed losses in all of 
these cases were denied. 


“In one Board decision it appeared that an individual 
in 1920 sold to his brother, secretary of a corporation, 
shares of stock there at one-tenth their cost. No agree- 
ment or understanding existed between the brothers con- 
cerning the repurchase of the stock. Although the seller 
bought back the stock in 1921, the Board found the 1920 
sale to be an actual and bona fide one. In another case, 
involving sale without reservation from one brother to 
another of worthless stock for a nominal consideration of 
$1, the Board upheld the loss deduction claimed. 

“Early in its career the Board in the so-called ‘safety 
razor’ cases decided (with four members dissenting) 
that, irrespective of the purpose to reduce tax liability, 
profits from the sale of stock transferred by valid and 
bona fide gifts to the taxpayers’ wives shortly before sale 
by the wives to a purchaser, who had previously entered 
tentative negotiations and unenforceable agreements with 
the husbands, were not taxable to the latter.” 


Comparison With Prior Acts 

Individual Returns—The personal exemption which 
under the 1928 Act was $3,500.00 for a married person 
and $1,500.00 for a single person has been reduced to 
$2,500.00 and $1,000.00 respectively. 

The rates of normal tax on individuals have been in- 
creased to 4 per cent on the first $4,000.00 in excess of 
credits and 8 per cent of the remainder of such excess 
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amount. Under 1928 Act, the normal tax was 11% per 
cent on the first $4,000.00 in excess of credits, 3 per cent 
on the next $4,000.00 and 5 per cent on the balance. 

The Surtax now applies to net incomes of over $6,- 
000.00 instead of $10,000.00 as formerly. 


A comparison of Surtax Rates is as follows: 


SURTAX SURTAX 

INCOME 1932 RATES 1928 RATES 
eres $ 40.00 . Sues 
pre 180.00 60.00 
re 440.00 220.00 
NS wn 6 0eeenes 880.00 510.00 
PE ccacheseses 1,440.00 880.00 
aa 2,150.00 1,310.00 
Of rrr 2,960.00 1,800.00 
 <sageates 3,900.00 2,360.00 
I id's owe'waels 4,960.00 2,980.00 
I ick aig: stiee wt 7,460.00 4,400.00 
eee 22,460.00 11,660.00 


Other changes are as follows: 

(a) Pension and World War compensation payments 
are now subject to tax. 

(b) The $300.00 exemption on dividends or interest 
from Building and Loan Associations has now been 
eliminated. 

(c) The earned income credit has been abolished. 


Limitations on Stock Losses 


These provisions are entirely new in the 1932 Act. 
The circumstances which gave rise to their inclusion in 
the law, as recited in the Report of the Senate Finance 
Committee, are as follows: 

Many taxpayers have been completely or partially 
dliminating from tax their income from salaries, divi- 
dends, rents, etc., by deducting therefrom losses sustained 
in the stock and bond markets, with serious effect upon 
the revenue. It is apparent that a number of these losses 
are taken for the sole purpose of tax avoidance. 

In general, the effect of the new provision is to permit 
losses on sales or exchanges of securities held for less than 
two years to be deducted only from gains on sales or 
exchanges of securities held for less than two years. 

However, where a loss is entirely or partially dis- 
allowed because it exceeds gains in similar transactions, 
the excess may be carried forward and deducted from 
similar gains in the following year, subject to certain 
limitations. 

All taxpayers, individual or corporation, except dealers 
in securities, banks or trust companies and persons carry- 
ing on the banking business, are subject to these limita- 
tions on the deductibility of stock losses. 

This limitation applies only to losses from “sales or 
exchanges” and so would not be applicable to a loss sus- 
tained where stock becomes worthless and is written off. 

Since many securities have become worthless during 
1932, this provision assumes added importance and may 
be used by many taxpayers to whom it is applicable. 

Article 174 of Regulations 74 issued under the Reve- 
(Continued on page 30.) 
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We Recommend 


This Book! 


“Credit 
Department 
Salesmanship” 


By BARTLETT and REED 
Authors of 
“Retail Credit Practice” 


In this new book, these two recog- 
nized authorities tell how credit in- 
terviewing, granting or even refus- 
ing of credit, collection of debts, 
credit service, customer control, can 
all help to get more customers into 
the store to buy more goods. 


Complete, authoritative discussions of 
such important topics as: 


1. Use of selling psychology in 
credit work. 


2. Use of sales promotion to build 
up more charge accounts for the 
store. 


3. Use of letters for both collection 
and sales building. 


4. Use of the newest methods of 
handling the installment credit 
problem. 


These are but a few of the topics cov- 
ered with specific suggestions—“case- 
studies”—from successful experience. 


Designated as official textbook for 
the Advanced Credit Course. 


Price $3.50 


The most popular book we have ever sold! 
Order your copy now, for immediate 
delivery, from 


National Retail Credit 


Association 
1218 Olive St. St. Louis, Mo. 











HERE is no question but that the last sev- 

eral years have been replete with trials and 

tribulations for business men of every class 
and character, and that there has been an obliga- 
tion on the part of business men to stick more 
closely to their knitting and to concentrate upon 
emergencies that have arisen thick and fast from 
day to day. 

There has also been less interest on the part of 
credit men toward the National Retail Credit As- 
sociation. There has been an excuse for the situ- 
ation, as credit men have literally “sweated 
blood,” desperately attempting to minimize losses 
from accounts contracted in good times and to cur- 
tail credit extensions during the bad times. 

The credit man has been concentrating on his 
individual problem, and this has taken all of his 
time. However, it is not reasonable for us to 
permit so important an organization as the Na- 
tional Retail Credit Association to wane in its 
prestige. There must be a revival of interest in 
credits on a national scale. We cannot surrender 
without a struggle the great influence that has 
been wielded upon the commercial life of the 
United States by our organization. 


As a result of all the sad experiences of the last 
several years the credit man has been awakened to 
a renewed desire to practice credits scientifically 
rather than deliriously. There is now the oppor- 
tunity to re-weave a credit fabric, profiting by our 
blunders of the past decade, re-educating the pub- 
lic as well as the credit men themselves to the new 
order of things. 

And just as a fine tapestry reflects the char- 
acter and technique of its creator, so must the new 
credit theory and credit practice bear the mark of 
those credit executives who are true and tried, and 
who in years gone by have felt the sting of fail- 
ure from unsound tactics as well as the joy of 
success from sound measures. 

The National Association at this time requires 
the brains of all of its affiliated members. The 
old-timers are not only needed back in the fold 
but are needed badly. 
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THE PRresIDENT’S 


MESSAGE 


ARTHUR P. LOVETT 


President National Retail Credit Association 


It will take the “Old Guard,” cojoined with 
the younger element in our Association, to re- 
draft, as it were, a credit policy applicable to these 
new times. It will require an interfusion of calm 
conservatism and youthful ambition to produce 
the results demanded by our present economic 
situation. 

Your President has therefore seen fit to appoint 
a special committeeman, who will appoint his own 
coworkers, whose duty it will be to draft the old- 
timers back into the fold and to reawaken these 
old-timers to their moral obligation to the retail 
credit set-up of this country. As Chairman of this 
OLD GUARD COMMITTEE your President 
has appointed Leopold L. Meyer, of Foley Bros. 
Dry Goods Co., Houston, Texas. 

“Teop,” as he is known to his friends, has been 
an ardent worker for our National Association. 
You recall the splendid administration that he had 
while he was your president. He has not been as 
active as his friends would have liked him to be, 
but we believe this will now be corrected. 

With established credit policies blasted by the 
force of necessity, with credit men skeptical of the 
future as a result of their unhappy experiences 
during the depression days, with credit leaders 
differing in their’ideas of right and wrong, there 
has never been a time when the members of the 
“Old Guard” were more irrefutably needed, both 
for influence and advice than at this moment. 

Mr. Meyer appreciates the extent to which the 
general economic unheaval has affected retail 
credits, and has accepted your President’s call to 
service at a very severe personal inconvenience 
and disadvantage. Mr. Meyer feels a sort of 
moral obligation in the premises, and your Prest- 
dent indulges the hope that every man who & 
called upon by Mr. Meyer to help the cause will 
fall into line. 

“These are the times that try men’s souls.” 
Let yourselves not be found wanting. Cooperate 
with the OLD GUARD COMMITTEE to the 
extent of your ability, and let your efforts be 
crowned with recognition in gratitude and thanks 
at the Memphis Convention. 
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How a County-Wide Association 
Keeps Up Membership Interest 


District Meetings are held by Weld County (Colo.) Credit Association, 
Which Serves a Territory Almost as Large in Area, as Some States! 


HE merchants in the small towns of Weld County, 

Colorado, receive the same complete credit service as 

do the merchants of Greeley, which is the county 
seat, according to L. M. Thompson, General Manager 
of the Weld County Credit Association and the Credi- 
tors’ Adjustment Company, Greeley, Colo. The Weld 
County Credit Association is a county-wide institution 
with members in thirty-four towns. 

The area of Weld County is as great as that of some 
eastern states! Because of its size, the county has been 
divided into several districts. In addition to the annual 
meeting of the county-wide Association, members in each 
district hold an annual meeting of their own. This 
article describes the annual “get-together” of a typical 


district—Number Three—held at Ault, October 3, 1932. 


Mr. Thompson has been asked many times to explain 
his method of operation and as it appears that there are 
great possibilities in many counties of the United States 
for such an organization, patterned along these lines, this 
outline is published in The Creprr Wortp for the 
benefit of other communities. 





District Number Three is comprised of the towns of 
Ault, Pierce and Nunn. 
Greeley, located in a highly developed irrigated agricul- 


Ault is twelve miles north of 


tural district, famous for its sugar beets, potatoes and 
other row crops. The population of Ault is 737 and 


of the voting precinct 2036. 


Five miles north of Ault is Pierce, drawing its business 
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Annual Banquet, District Three, Weld County Credit Association, Ault, Colo., 


about 50 per cent either way from the irrigated and dry 
farming districts, with a population of 281 and of the 
voting precinct 771. Five miles north is Nunn with a 
population of 196 and of the voting precinct 424. Nunn 
is located in a dry farming district, the major crops being 
winter wheat and pinto beans. A mercantile agency lists 
fifty-one business firms in Ault, fifteen firms in Pierce 
and seventeen business firms in Nunn. 

Thirty merchants from this district and Greeley were 
present at the banquet and meeting which was held at 
Ault in the Dewitt Hotel dining room. This is the 
annual meeting place for the members of that district, 
however in some districts they alternate between towns. 

Harry Lauck, Assistant Manager of the Association, 
traveled a distance of 317 miles and spent ten days in 
the district making the ledger check, contacting non- 
members, selling banquet tickets in advance of the meet- 
ing. Mr. Lauck checked sixteen merchants’ ledgers for 
a total of 2,420 ratings. 

Mr. Thompson conducted the meeting following the 
banquet, introducing everyone around the table to those 
present, called on the President of the Association, Mr. 
L. P. McArthur, of the Weld County Garage of 
Greeley, Mr. J. O. Custer, Assistant Cashier of the First 
National Bank of Greeley and Attorney T. C. Cameron 
of Greeley for brief talks. Attorney Cameron analyzed 
some bad accounts for those present, pointed out where 
they would have profited through a report and proved 
that members who made inquiry on 
the accounts saved themselves money 
and were in a better position to meet 
their wholesale bills. 

Mr. J. O. Custer considered it 
practical to insert as a question in 
bank financial statements the inquiry 
as to whether or not signer was a 
member of the Weld County Credit 
Association, and if so, as to whether 
or not he made use of its facilities. 

Three hundred and twenty-two 
(322) names appeared on the de- 
linquent list which was next con- 
sidered at length. Of a total of 669 
ratings however but 504 were “re- 
quire cash”; one “require cash” rat- 
ing putting the name on this list for 
discussion so that the others who con- 
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How We Are Meeting Today’s 


Collection Problems 
By W. C. DURHAM 


Credit Manager, R. E. Kennington Co., Jackson, Miss. 


HE Credit Panic of 1929, following as it did an 

era of unprecedented expansion and prosperity, nat- 

urally found retailers in general with accounts re- 
ceivable of large proportions among their assets. 

In normal times and under normal conditions, the 
orderly liquidation of these receivables 
would have presented no unusual or in- 
ordinately difficult problem but, faced 
with a steady decline in employment, 
and greatly curtailed incomes of those 
who were still gainfully occupied, the 
situation became both very complex and 
serious. 

In this emergency, retail credit men 
were confronted with the problem of 
turning these receivables into cash in 
the shortest possible time compatible 
with the diminished resources of their 
debtors, never losing sight of the fact 
that a reasonable volume of new busi- 
ness must necessarily be maintained. 
How well these tasks were performed 
can be best ascertained by the latest 
Retail Credit Survey published by the 
United States Department of Commerce. 

In this article a brief outline will be given of how we 
met and are still meeting the collection problem in our 
store, which is the largest department store in the state 
of Mississippi. 

At the end of the month as soon as the bill clerks fin- 
ish posting a ledger, the statements are pulled and placed 
on the desk of the writer. He then goes through these 
statements, separating them into two piles; one pile con- 
taining those that show purchases during the current 
month only. 

The second lot contains those statements that, whether 
used during the current month or not, start with a bal- 
ance brought forward from preceding months. A suit- 
able request for payment is stamped on these or in some 
cases a brief personal message is red-penciled at the 
bottom. 

An alphabetical list showing also the amounts due is 
made of this second group, and this list becomes the 
basis for our collection procedure. Each account on this 
list that is receiving special attention, is designated by 
a capital “S” in the left-hand margin. 

This “‘S” means also that in our current collection file 
will be found all correspondence relating to that par- 
ticular account. 
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Each morning the list is checked and all payments 
made during the preceding day are noted opposite the 
names of the accounts affected. This keeps the list right 
up to the minute. 

In writing collection letters we always have before us 
copies of any letters written previously. 
These letters serve as a guide for avoid- 
ing a duplication of approach, as well 
as furnishing a convenient place to 
make memoranda of any particular cir- 
cumstances that relate to the case. 

For example: Mrs. Jones telephones 
us that her husband has been sick, but 
expects to return to work on November 
15, and that a payment on her account 
will be made by December 10. This 
information is immediately jotted on our 
last letter to her and if we do not hear 
from her at the promised time, we write 
her again, making mention of her prom- 
ise to pay and also expressing the hope 
that Mr. Jones is entirely recovered. 

Our local credit bureau publishes a 
daily bulletin giving all court records, 
land transfers, deeds of trust, and other items of inter- 
est. This bulletin has proved indispensable in our collec- 
tion work and we make free use of its information, in 
following up delinquent accounts. The daily papers are 
also rich sources of information and we can trace a 
goodly number of collections to local news items car- 
ried in them. , 

We use no form letters. Every collection letter that 
leaves our store is personally dictated and couched in the 
terms that we believe will make the strongest and best 
appeal to the party addressed. 

This involves an extensive knowledge of the age, ma- 
nerisms, habits, family connections, financial and _ social 
standing of our customers. Our credit cards furnish 
this information, and while we do not always strike the 
right note, the average is very high. 

We invite and encourage personal calls from our cus 
tomers. It is our experience that if we can get a de 
linquent customer to call at our office that we can nearly 
always speedily arrange matters to the mutual satisfac 
tion and benefit of both parties. A case of this kind 
happened to us today. A young lady who has had af 
account with us for about a year, had been gradually 
dropping behind in her payments so that her balance in- 
cluded purchases three months old. 
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Several days ago she made additional purchases, tell- 
ing the clerk to charge them and: have the merchandise 
delivered. Authorization on these tickets was withheld 
and the tickets were ordered sent to the office, where a 
letter was written, telling her that the charges could not 
be passed and requesting her to call as soon as possible 
to discuss the matter. 

So today she came in; half-defiant, half-hesitant, and 
altogether ill at ease. We opened the conversation by 
telling her that we valued her account, which had al- 
ways been satisfactory until recently ; wouldn’t she please 
tell us what was the matter, so that we could help her? 


This was her answer: Three months ago her salary, 
which up to that time had been adequate to supply her 
requirements, had been cut sharply without previous 
warning or notice. A few days later she was called 
upon to assist a near relative and borrowed money from 
an industrial bank for that purpose, agreeing to repay 
the loan in monthly installments. 


This curtailment of income plus the increase in her 
fixed monthly obligations had been too much for her, 
and like a good many other people she had not been able 
to adjust herself to her changed financial condition and 
make the necessary reductions in her personal expenses. 

It was a simple matter to show her where she could 
reduce and to arrange for regular payments on her past 
due account. We have also agreed to handle any rea- 
sonable additions to her account as there are always 
some things she will be obliged to have. 

We consider it good business to charge these purchases 
to her, rather than have her buy them elsewhere, just so 
long as the entire account is being systematically re- 
duced. She left our office very pleased over our efforts 
to help her, and naturally we are gratified that we can 
collect our account and retain her friendship and con- 
tinue to sell her. 

A major part in our collection plan is played by our 
We are fortunate here in Jackson 
in having a bureau that is second to none in the whole 
United States, and their speed and accuracy in furnish- 
ing up-to-the-minute reports to us has not only aided our 
collection percentages, but has also saved a good many 
accounts that would otherwise have been lost. When an 
account shows signs of slipping, we have it rechecked 


local credit bureau. 


at once; then with facts, not surmises, to guide us, we 
can fit the remedy to the particular case. 

To illustrate this point, we have in mind an account 
we had sold for a good many years. This account ran 
into large figures and while it was not paid in full each 
month, it was handled in a manner that was very satis- 
factory and we were glad to sell without limit. 

Some time ago both purchases and payments stopped 
abruptly, the balance due at that time being in the neigh- 
borhood of a thousand dollars. We cleared a report at 
once. This report showed a similar condition with re- 


spect to every account this man carried. A further in- 


vestigation disclosed that his business, while entirely sol- 
With this information to 


vent, was badly involved. 
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guide us, we took prompt action and collected the entire 
amount in about sixty days—without resorting to harsh 
methods. 


Wasn’t this course of action much better than sitting 
idly down like Mr. Micawber, “waiting for something 
to turn up”? This man and his family will be profitable 
customers once more when his business affairs are in 
better condition; and he will recover, as he is both intel- 
ligent and resourceful. Meanwhile, instead of having a 
frozen account on our ledger with no definite prospect 
of payment, the money that he paid us is being actively 
used in our business. 

A question that is very often asked is, ‘““When is it 
proper to place an account with an attorney or a bureau 
for collection ?” 

We would not wish to attempt a categorical answer, 
especially with affairs as they are today. We sometimes 
turn over to our attorney accounts that are not over a 
month old; again we occasionally wait as long as a year. 
In determining this question we ask ourselves, “Have we 
done everything we can to get settlement, and shown no 
results?” If the answer is “Yes,” then our attorney gets 
it immediately. 

Once in his hands it is our policy to give him full 
authority to handle the case without any interference on 
our part, and any offers of settlement made to us direct, 
are referred to him for final decision. This is the only 
fair way, as we have tried and failed, and it is neither 
just nor right to expect the best results unless he has our 
full cooperation. 

And now in conclusion: Does our plan work? It 
It is far from perfect and we are daily trying to 
improve it, but on the whole it shows satisfactory re- 
sults. Our collection percentage has been in excess of 
fifty on several occasions and our auditors, who are a 
nationally known firm, tell us that we rank well toward 
the top in comparison with other stores operating on a 
comparable basis. 








THe SECRETARY’S HANDBOOK 
A Manual of Correct Usage by 
SARAH A. TAINTOR and KATE M. MONRO 


Do you always know— 


Whether or not to capitalize a word? How to 
divide a word correctly? When to use a 
comma or a semicolon? How to punctuate a 
sentence? How to write correct letters on all 
the various matters of business; letters of in- 
troduction; social notes, formal and informal? 
You will find everything about correspondence, 
business or social, in this new book 


Price, $3.50—Order from 


National Retail Credit Association 
1218 Olive St. — St. Louis, Mo. 














ASHINGTON BULLETIN 


\ 





R. PRESTON SHEALEY 


Washington Counsel, National Retail Credit Association 


FOREWORD 


OW that Congress is in session one would expect 
to hear floods of oratory about war debts but 
members seem to be settling down at last to a 

calm and cold consideration of the entire matter. There 
is, however, abundant ground for feeling that previous 
settlements with the various nations, reducing the interest 
and not the principal, was a mistake. 

The psychological effect abroad is said to be that the 
masses there cannot visualize how the reduction in inter- 
est but not in principal cancelled a large part of the 
indebtedness. Of course, it is a fact that it would do so. 
It is also thought that the American debt commissions 
took this way of settlement because it was felt to be the 
easier way to get Congress to reduce the debts. 

The easier way is more often than not the wrong way 
and facts developing in the present foreign debt con- 
troversy tend to confirm the soundness of that thought. 
With this thought in mind, it is probable that the new 
administration will negotiate with individual nations 
rather than by means of a board. It is well to note that 
this method may afford Great Britain a good opportunity 
to obtain a reduction to the level of the settlements made 
to France and other countries. 


Legislative 


(a) What is the short and last session of the 72nd 
Congress going to do? 

It will have before it for consideration many impor- 
tant problems, viz.: reduction of government expendi- 
tures; governmental reorganization; the bonus and 
veterans’ relief; taxation in the light of the government 
deficit; farm relief; banking legislation; railroads and 
bus regulation; Muscle Shoals; St. Lawrence Canal; 
bankruptcy; and last but not least, liquor. 

These are all major subjects and the time is all too 
short to consider most of them but as they must be given 
consideration and most of them at an early date, it would 
seem that an extra session shortly after the fourth of 


March is almost inevitable. 

The President is expected to send to Congress a re- 
organization of the executive departments, bureaus and 
This plan of re-grouping and consolida- 
tion, if not revised by Congress within sixty days, has 


commissions. 
under legislation of the last Congress the force of law. 
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Such reorganization will undoubtedly effect large say. 
ings in Government expenditures and coupled with some 
prospects for a revision of the veterans’ relief laws ma 
materially reduce the deficit but whether sufficiently or 
not is a large question. There is a disposition, however, 
to hold over a revision of the new revenue law until after 
March 4, as there are some signs of the present law 
showing increased income. 

Bankruptcy Revision is not apt to become a fact before 
the 73rd Congress and, in fact, as the Democrats will be 
in complete control of all branches of the Federal 
Government after March 4, there may be a disposition 
on the part of the Democratic leaders not to enact at 
the present session much major legislation other than the 
necessary appropriation bills. 

(b) Sentiment for restoring first-class postage to its 
former two-cent rate is said to be very strong in the 
House of Representatives and the House Post Office 
Committee is said to be a unit for this change. The 
increase has not yielded the revenue expected and there 
have been a number of bothersome ways which users of 
first-class mail have taken to avoid the increase. 

The Commissioner of Internal Revenue recently ruled 
that the increase of one cent is not an emergency tax 
and, therefore, cannot be deducted from Federal income 
tax returns. The Commissioner holds it is not properly 
classified as an internal revenue tax but is in reality a 
postal receipt. 


Departmental 


(a) Early and increasing attention must be given to 
the forest situation in this country. Under the Act of 
May 22, 1928, commonly called the McNary-Sweeney 
Act, Congress authorized $3,000,000 to be ultimately 
expended for what amounts to a forest inventory of the 
United States. 

The total appropriation is being expended at the rate 
of about $250,000 annually and the inventory, as it really 
is, will not, therefore, be complete until the twelve years 
covering the annual appropriations have passed. 

However, much interesting data as a result of this sur 
vey is already available and among other things we now 
know that at the present rate of cutting the 487 million 
cubic feet of standing commercial timber in the United 
States it would be exhausted in thirty years. 

Reforestation, principally by means of new forest 
reserves and parks, is to some extent offsetting this rapid 
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depletion and the depression is bringing another factor 
into play. Farm lands are being’ abandoned and as the 
owners are not paying taxes on them they are reverting 
to the states and will thereafter be used for forest pur- 
poses. 

Had the depression not come along, much of the land 
now abandoned would still have been cultivated and this 
reserve against timber depletion would not have been the 
factor that it promises to be. 

(b) A report released November 21, 1932, by the 
U. §. Department of Commerce entitled “Furniture Dis- 
tribution in the West Mid-Continent” reveals some 
significant information on credit conditions during the 
years 1928 to 1932, inclusive. 

Approximately 80 per cent of the volume of sales for 
the large city dealers covered was on an installment basis, 
whereas for small-town dealers it amounted to about 40 
Down payments averaged smaller and install- 
ment contracts longer in the larger cities. 


per cent. 


Large installment houses averaged collections of 12 
per cent per month in 1929, which declined to about 8 
per cent in 1932. Small-town open-credit stores collected 
more rapidly than any other type in 1929, but their ac- 
counts froze most quickly. Small-town installment deal- 
ers suffered least credit troubles from changing condi- 
tions. An average of 15 per cent of open credit accounts 
was overdue in 1928, 25 per cent in 1930. 

Accounts warranting repossession multiplied between 
1928 and 1932, but many dealers were continuing to 
carry accounts of customers of proved integrity who were 
Bad debt losses were found to 
range from 0.75 to 1.5 per cent of sales, depending on 


temporarily in straits. 


the proportion of installment business. 


Court Decisions 


(a) Creditors are naturally interested in preventing re- 
peated bankruptcy by the same debtor but in Gilbert v. 
Shouse, decided October 27, 1932, by the Circuit Court 
ot Appeals, 5th Circuit, it may be possible for bankrupts, 
in effect, to somewhat shorten the period within which a 
second petition can be filed. The Court in this case has 
decided that the six-year period runs from the date of 
adjudication and not from the date when an application 
for a discharge has been filed. 

Section 17 of the bankruptcy act permits debtors to 
apply for a discharge under certain conditions as late as 
seventeen months after the adjudication. Therefore, 
under this decision, it might be possible for a debtor to 
increase the six-year period by about that space of time 
and thereby file a new petition in voluntary bankruptcy 
within not much more than four and a half years from 
the time that the first petition was filed. 

(b) The Supreme Court of the U. S. on November 
7, reversed the Circuit Court of Appeals for the 2nd 
Circuit, in Schoenthal v. Irving Trust Co., trustee in 
bankruptcy. As a result it is now definitely settled that 
if a trustee in bankruptcy, in endeavoring to recover pref- 
erential payments or transfers, has a plain, adequate, and 
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complete remedy on the law side of the court the suit 
must be brought there, whether in a United States dis- 
trict or state court. 


In the instant case the trustee, the Irving Trust Co., 
brought suit in equity and, over the objection of the 
parties who were alleged to have received the preferential 
payment, the district court sitting as a court in equity 
ordered money judgments for the trustee. 

These judgments have now been definitely set aside 
and the case will have to go back for trial to the dis- 
trict court sitting on the law side. This means, in the 
ordinary course, a trial by jury and by some may be re- 
garded to make more difficult the recovery of preferential 
payments. 

(c) The determination as to who was at fault for an 
auto collision at a crossing upon an arterial highway 
presents a problem at one and the same time interesting 
and difficult of solution. The state of Washington, in 
common with most states, has a statute upon the subject 
and that statute provides that “the operator of any motor 
vehicle, entering upon an arterial main traveled high- 
way, from a public or private highway, road, street, way 
or driveway, shall yield the right of way to vehicles on 
such arterial highway and shall come to a full stop there- 
at when and where signs, posts or other markers so direct 
or indicate.” 

The Supreme Court of Washington held on October 
1, that this statute does not in any way make inapplicable 
the general rule that rights of way are relative and that 
both drivers must exercise caution to avoid collisions at 
such road or street intersections. 

In other words, the driver upon the arterial highway 
cannot rely upon the statute to the manifest injury of 
the driver approaching on the cross street or highway. 


> @ @ 


“Effective Collection Methods”— 


A new book on collections by E. H. Gardner and 
Frank Fall (Ronald Press, $4.50) is well worth the 
reading of every credit and collection manager. 

While part of the book is devoted to wholesalers’ and 
manufacturers’ collection problems, there are sections de- 
voted to retail collections which make it well worth while. 

Of special interest is the section dealing with install 
ment collections. Many methods of large companies, such 
as Kelvinator and others, are given and the subject is 
covered very thoroughly. 

There are other sections devoted to department store 
accounts, special accounts, and mail-order collections. 

The chapter on professional collections offers many 
usable ideas for the medical and dental professions as 
well as for credit bureau executives handling collections 
for members of those professions. 

The legal side of credits is also covered in a general 
way in a separate chapter. 

It is a practical, well-written reference book, replete 
with collection methods and experiences of well-known 
firms in many lines.—D. J. Hannefin. 
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HE collection telegram fills or should fill an im- 
portant niche in all collection methods, for various 
reasons: First, it gets your money quickly, at a 
very small collection cost. Second, it creates good will 
with your slow pay patrons, keeps their collections in a 
satisfactory condition, wherein you secure their current 
patronage, which is an important item. 


Third, it quickly secures the address of the “skip” 
accounts. I intend to touch upon that just a bit briefly, 
later on. Fourth, the use of telegraphic service will se- 
cure for you, quickly, credit information and credit rat- 
ings, keeping in mind this, that the collection telegram 
is always physically delivered in a sealed envelope. It 
is well within the pale always of any legal entangle- 
ments, just so that libelous language is never used. 


Now, to me, it was rather an astounding thing to come 
up with the interesting fact that about 90 per cent of 
the gross business of this country is conducted on a 
credit basis. When we realize that this gross annual 
turnover goes into such a large number of billions of 
dollars, we immediately and at once conceive the very 
important niche that the credit manager occupies in this 


merchandising scheme, as it exists today. 


I believe, too, since I have read that, that we place a 
higher valuation on credit business today, than in the 
time when Omar sang, “Ah, take the cash and let the 
credit go.” 

Credit, of course, does not increase the number of ac- 
tual dollars in existence, but it does increase the pur- 
chasing power of those dollars. Quite recently, I read a 
very interesting article by one of America’s foremost 
economists, and he pointed out that while, in 1929, there 
were but nine billions of actual dollars in existence, the 
total gross turnover, as represented through the bank 
clearings, amounted to seven hundred and thirteen bil- 
lions of dollars. It was astounding to me, I had no 
idea it was that immense. 

Now, something more within the scope of my compre- 
hension: I read recently that a civic club in the Middle 
West paid a ten-dollar indebtedness by the club check, 
and they appended a note to that check, stating it was to 
be used for liquidation of debts and not to be sent to 
the bank until the last one of a hundred signers on the 
reverse side had used that check to pay an indebtedness. 
At the end of three weeks, that ten-dollar check did the 
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Telegrams Get Low-Cost 
Results in Collecting 


Delinquent Accounts 
By J. L. FERCIOT 


Asst. General Manager, Western Union Telegraph Co., New York City 


duty of one thousand dollars. To me, that was an ex- 
tremely interesting thing. 

You credit granters, whose duty, as I understand, is 
to get in the money that belongs to you or your re 
spective employers, are doing a very wonderful task, at 
this particular time, because you are having these indebt- 
ednesses paid, you are trying to keep the people happy, as 
you get the money, and it just adds to this ten-dollar 
check episode, which I just mentioned. 

There is a worry that you all have, today, and it seems 
quite evident it is one of your outstanding anxieties, and 
that is, some of your previously best credit risks—for 
reasons not controlled or controllable—need just a bit 
more nursing, today, than a little while back, and it 
somewhat more or less questions the old adage that “a 
man’s word is as good as his bond,” because, today— 
and temporarily, thank heaven—we find a large number 
of bonds far below par. 

Now, I said that you want to get your money and 
that you want to have the customer pleased and happy, 
as he pays his bill. When consideration is given, today, 
to the very heavy costs in the conduct of business, none 
of us wish to lose customers. 

Take the rental situation with some of our best loca- 
tions, take the cost of advertising, take the cost of your 
window displays, the cost of your own departments, and 
you will readily realize that it costs a lot of money to 
put a customer on your books. You want to collect his 
account courteously, and you want him to be happy, and 
you want him to continue as your patron, because the 
real profit is made on the repeat orders and not on any 
one single item. 

If, at any time, you allow your patrons to abuse your 
credit privileges, you are acting then in the light of a 
banker and without the banker’s usual reward, and, over 
and above that, the patron goes to another store with 
his current business, which is a very expensive thing to 
the general conduct of business today. 

Just briefly, I am sure you will all agree that a sale 
is not completed until both sides are thoroughly satis 
fied with the transaction and the bill has been paid. 
That is exactly where you fit into the picture, as I sense 
it. I know that you use every dignified and effective 
method to bring about this happy conclusion of collecting 
this money, and that is where I hope to advance 4 
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thought, an idea or two that may be somewhat helpful. 

There is, of course, no perfect ‘collection method, but 
the ideal system to follow is the one which secures the 
biggest and best results at the smallest cost, and, at the 
same time, holds the good will of the patron and, conse- 
quently, the current business, and, if I may so claim, 
| do claim that distinction for the collection telegram. 

I think you will bear with me when I make this as- 
sertion, that the mistake is frequently made to use the 
collection telegram as a last resort. Just why, I do not 
know. In reality, it belongs up in the front ranks of 
every collection method used today, because, without 
threats and without any harsh wording, the telegram, 
kindly but firmly worded, will bring you your money. 

I would like to make this suggestion, if it is any good; 
I am going to sug- 
gest the blind telegram. You have sent a number of 
statements out and no return has come. Why not, as 
of today, say, write a letter to John Smith, tell him 
exactly what you want to say in that letter, enclose 
your bill, and then precede the delivery of that letter 
with this telegram: 


YOU WILL RECEIVE, TOMORROW MORN- 
ING, A VERY IMPORTANT LETTER. I 
WOULD LIKE TO HEAR FROM YOU IMME- 
DIATELY. 


That will secure preferred attention for your collec- 
tion letter and it brings results. 


you will know it when you hear it. 


Another pressing anxiety: “Skip” accounts are like 
poor relatives; we will always have a certain number of 
that class of people. Now, because of the importance 
always attached to a collection telegram, the friends, the 
telatives, the neighbors in the old location will always tell 
a uniformed telegraph boy the new address of the “skip” 
account, and that is what you want. You may send 
collectors, you may send letters, you may send ’phone 
calls, but the telegraph boy, because of the importance 
of the message he is carrying, almost invariably secures 
the new address of the “skip” account. 

First, 
because of the attention-compelling power of the tele- 


Now, I am going to make a brief summary: 


gram, the importance always attached to it, there is no 
need for threats and there is no need for harsh wording. 
These telegrams, kindly but firmly worded, bring you 
your money. 

Second, the telegram carries a very polite but most 
emphatic request for your money, without giving of- 
fense. It is all in the phraseology. 

Third, the telegram, when it is used in its proper 
place in your collection “tickler,” will keep collections, 
from your slow pay patrons, in a most satisfactory con- 
dition, and thereby secure their current business. 

Fourth, collection telegrams quickly round up the 
Incidentally, I would like to say that 


skip” account. 
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we find these most effective when offered for delivery 
between five and eight P.M. 

Fifth, your collection telegrams should always be sent 
prepaid, for the simple reason that a “collect” telegram 
has a tendency to antagonize the recipient, when you are 
asking for money, and might slow up a bit the reaction 
you are looking for, which is the money. 

Our files are replete, bulging actually, with all sorts 
of testimonials from retailers, wholesalers, and manufac- 
turers, telling us that in the concrete, the collection ef- 
ficiency of the collection telegram runs as high as 90 
per cent, and the collection cost as low as 3 per cent. 


In closing, I wish to say this: The costs are always 
a relative thing, costs are relative as against the results 
secured, and the supposedly high cost of the collection 
telegram is a myth. City collection telegrams, per hun- 
dred, within the confines of any city, are twenty dollars. 
Only one list of the names and the text of the message 
are necessary. The telegrams are individualized and it 
takes a lot of work off your hands. 










.at a cost often as 
low as 42 of 1% 

-from as high as 
95% of the accounts 


The collection folder, reproduced on this page, shows 
suggested specimens of collection telegrams, running from 
the “soft” to the “hard-boiled and hand-painted.” They 
can be used in any way you wish to modify them, and 
you will find they are very effective. 


Psychology for Credit Men-- 
(Continued from page 9.) 


of others: Even today astrologers think they read fu- 
tures and fortunes in the stars; phrenologists feel the 
bumps on a person’s head as their method of reading char- 
acter; the palmists, examining the shape of the hand and 
lines in the palm, claim to reveal the character in a mi- 
nute detail. Physiognomists assert their claims to read 
character from physical types and characteristics. 

About the highest value in all these pseudo-sciences is 
that of parlor entertainment. The elimination of these 
false indices or criteria of personality is one of the notable 
objective contributions of psychology in the very recent 
years. The first one hundred pages in a very recent book, 
Readings in Industrial Psychology (Moore and Hartman, 
1931), deal explicitly with these and similar false assump- 
tions about human behavior. 

Frankly, there is no device by which we can determine 
the relative intelligence without the administration of one 
or more of these tests. It has been found that it is im- 
possible even for highly trained psychologists to estimate 
intelligence of a strange individual by means of a typical 
interview. 

Quite recently, however, there has appeared a disguised 
form of intelligence test which is quite valid, and is be- 
ing used by many personnel managers to determine the 
intelligence quotient of applicants for employment. The 
test makes use of a matter that was discovered by Binet, 
namely, that the size of one’s vocabulary is one of the 





“The credit man is dealing entirely with human values. 
He has no merchandise or material” 


I do not infer that one should 
attempt to enumerate or count another’s vocabulary as 
that would be impossible as well as foolish. But one can 
use this factor with a little attention to it. 


criteria of intelligence. 
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More satisfactorily would it be for credit men to un- 
dertake the study of human behavior in its scientific pres. 
entation and most recent studies. Unfortunately, it has 
been observed that most credit men prefer to use their 
own “home brew” form of psychology, sort of an arm. 
chair variety that originates entirely within themselves 
and makes no use whatever of the progress of the science, 

As has been previously stated, the credit man is dealing 
entirely with human values. 
material. 


He has no merchandise or 
Nowhere 


Let us not wait 


His science is that of psychology. 
else can he turn for scientific guidance. 
for the younger men to come prepared with this science 
and by it rise over our heads. 

There is much available literature for the credit man 
who is willing to turn to it. During the past year the 
National Advisory Council on Radio in Education pre- 
sented a series of thirty lectures on Psychology which 
were given by the leading psychologists in their respective 
fields. It was a genuine treat to thus meet these men. 
Their presentations were as nontechnical as possible and 
usually the outstanding contributions from the speakers. 


These lectures were outlined in Listner’s Notebooks 
which were available beforehand; they are now available 
under the title of Psychology Today, edited by Walter V. 
Bingham, a book of some 450 pages which contains the 
full texts of the lectures, at a reasonable price of $1.50. 
Probably no other book could be mentioned that would 
fill the need of a first book in psychology for the layman. 


Many other books might be added that are written for 
the layman. One of the most popular ones is Exploring 
Your Mind, by Wiggam, who has written several other 
books, bringing recent scientific discoveries up to date in 
popular literature, which many of our readers may have 
read. 

Another writer deserving of mention is Everett Dean 
Martin, director of the People’s Institute at the Cooper 
Institute in New York City. He is primarily a psycholo- 
gist and he has the ability to make his presentations in- 
teresting. Of his books two are of particular interest to 
us, namely Psychology, What It Has to Teach You 
About Yourself and Your World, and The Behavior of 
Crowds. 


Overstreet is another interesting writer and his About 
Ourselves is much in point. In event the reader is further 
interested, the first-mentioned book, resulting from the 
radio lectures, is full of suggested books for reading, at 
the end of each chapter. 

As perceived in these discussions it is hoped that an in 
terest in the matter of relatively different intelligence 
from one individual to another will be regarded as a bio 
logical fact and the subjects of our daily credit, and all 
other relations, will be more easily understood in its 
light. 


>» > » 


Seventeen leading Credit Bureaus are affiliated 100 
per cent with the N. R. C. A. by including National 
dues in their service contracts. 
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Reporting All Accounts to the 


Credit Bureau Is a Credit Safeguard 


Every Member Is Urged, for His Own Protection, to Cooperate 
With His Credit Bureau in the Annual Ledger Check Next Month 


N JANUARY, most credit bureaus will make their 
annual “ledger checks,” requesting each member to 
send them a record of all customers. It is to the inter- 
est of every member to cooperate enthusiastically in this 
work, 

Our field men, in their visits to credit bureaus through- 
out the country, are constantly running across “case his- 
tories” that prove the “dollars-and-sense” wisdom of this 
plan. A few of these experiences are outlined below: 


A railroad man wired headquarters for his time, the 
day before pay day, apparently intending to leave the 
community that evening. File records indicated reason- 
ably prompt payment in the past and no accounts in the 
office for collection. However, every merchant and pro- 
fessional man who had recorded him as a customer was 
called and advised of his intentions and it was found that 
he owed a grocery store, drug store and a coal company 
and that his wife had made purchases at a ladies’ ready-to- 
wear store and an electrical supply store that morning. 

It was 4:20 p.m. when we received the tip and by 
the time this information had been compiled and we had 
ascertained that he had received his pay check, the stores 
were closed. A call at his house developed he was leav- 
ing town that night but intended to pay the merchants 


s before he left, although he knew the stores were closed. 


Sixty-four dollars and eighty-five cents was collected from 
him and the merchandise purchased by his wife that 
morning was returned. 


Two weeks later a physician called at the office with 
a bill for collection. He was told it was too late, he had 
not safeguarded his account by recording his patients. 
Yet the druggist who filled the prescription the doctor 
wrote got paid, because he had recorded the account! 

. * * * * 


A debtor left a mid-western city owing some accounts, 
and was located in California. ‘Two accounts amounting 
to $38.00 had been turned into the bureau for collec- 
tion. Letters to the debtor brought replies to the bureau 
pleading hard luck and offering to settle the account 
“sixty cents on the dollar.” 

An investigation disclosed that he owned twenty lots 
in a newly developed addition of the city, clear of in- 
cumbrances. The bureau did not attach the property 
tor the two bills amounting to $38.00 but called every 
business and professional man who had ever recorded the 
debtor as a customer and found that he owed 14 other 
creditors, total indebtedness $580.00. 

The collection manager of the bureau sued and at- 
tached the property for $580.00—instead of the original 
$38.00—and sixteen merchants and professional men re- 
ceived their money plus interest at the legal rate and all 
court costs paid. Had the members failed to record 
their customers, fourteen of these sixteen merchants 
would never have been advised of the man’s location or 
the possibility of collecting their bills, and never would 
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have received their money because five days after the at- 
tachment was made, the debtor deeded the property to 


someone else. 
* * * * * 


A secondhand furniture dealer called the bureau for 
a report. He was about to buy some furniture from a 
party going to Oklahoma that afternoon, and wanted to 
find out if it was mortgaged. By checking up with the 
business men who had recorded the party as a customer, 
it developed that he owed a filling station, a coal com- 
pany, another furniture store and a balance on a 
Chevrolet car. 


When the furniture was sold the credit bureau’s repre- 
sentative was present with attachment papers for the 
money, which was used to pay the three open accounts. 
The car was taken to the garage and held until the 
balance of $180.00 was paid. These creditors and the 
car dealer were protected because they had reported their 
accounts to the credit bureau. 

* * * * * 


A physician who had a very large practice and operated 
a hospital complained because the credit bureau had not 
been able to collect a certain account. Investigation 
developed that he had never recorded his accounts, ex- 
cept a few hopeless ones he had turned in for collection. 

Two months previously this debtor had disposed of 
all his personal effects and live stock and moved away. 
The credit bureau had called every creditor on record 
and had found he owed three of them. Proceeds of the 
sale were attached and the creditors paid. 

The physician probably will never collect his bill. 
After this incident he decided that it was good policy to 
record all his patients. 

* * * om * 


After a debtor had left an eastern town owing some 
bills (and the credit bureau had been for two years 
endeavoring to locate him), he applied for credit in Los 
Angeles referring to his father-in-law and former em- 
ployer in the eastern city. The merchant to whom he 
applied for credit had long since realized the danger of 
writing direct to references for reports, so applied to the 
Los Angeles credit bureau for a report. 

The Los Angeles Bureau’s inquiry disclosed the loca- 
tion of lost debtor. Every recorded creditor in the 
eastern city was called and advised of his location. It 
was found he owed six business and professional men and 
a report was made to the Los Angeles Bureau. 

He was denied credit and then wrote to the bureau 
in the eastern city much surprised that credit was denied 
him, stating he only owed one firm in town the amount 
of $2.50 and sent a money order for the same. He was 
then advised who and what he owed and arrangements 
were made for payments of $5.00 every two weeks until 
all of the accounts were paid. Six business and profes- 
sional men got their money because they had exercised 
the precaution of keeping their customers recorded. 





The 1932 Revenue Act 


(Continued from page 19.) 
nue Act of 1928 explains Shrinkage in Value of Stocks 


as follows: 


“A person possessing stock of a corporation cannot 
deduct from gross income any amount claimed as a loss 














Editor’s Note: Any questions from readers of 
“The Credit World” relating to Income and Excise 
Taxes, State and Federal, will be answered at request 
by Mr. Lefker. Address him: 291 Broadway, New 
York City. 








merely on account of shrinkage in value of such stock 
through fluctuation of the market or otherwise. The 
loss allowable in such cases is that actually suffered when 
the stock is disposed of. 


“If stock of a corporation becomes worthless, its cost or 
other basis determined under section 113 may be deducted 
by the owner in the taxable year in which the stock be- 
came worthless, provided a satisfactory showing of its 
worthlessness be made, as in the case of bad debts... .” 

Since no Regulations have yet been issued under the 
Revenue Act of 1932, the above article is the only 
present indication of the attitude of the Treasury De- 
partment in interpreting this phase of the law. 

It should be borne in mind that the entire foregoing 
discussion is concerned solely with securities held for Jess 
than two years. 

Corporation Returns 

The specific credit of $3,000.00 formerly allowed to a 
corporation having a net income of $25,000.00 or less has 
been eliminated. The rate of Income Tax on Corpora- 
tions has been increased from 12 per cent to 1334 per 
If a consolidated return is filed the rate is 1444 
per cent. This provision will prove a hardship to small 
corporations which hitherto have availed themselves of 
this exemption. A corporation with an income of $3,- 
000.00, formerly tax-exempt, must now pay a tax of 
$412.50. 


cent. 


General 

The Federal Government is now demanding a larger 
share of the income of corporations and individuals. The 
various State Governments too are increasing the rates 
of taxation. This large tax burden assumes serious pro- 
portions when so many enterprises are struggling to 
avoid bankruptcy or liquidation. Taxpayers should rec- 
ognize and approximate their taxes on 1932 incomes now, 
before the close of the taxable year. 

No mention has been made of the Excise Tax pro- 
visions of Revenue Act of 1932. That will form the 
basis of a subsequent article. 

> >» » 

The movement of the National Retail Dry Goods As- 
sociation in creating a committee of one hundred lead- 
ing retailers to promote quality merchandise is well 
timed, as the desire for sales has flooded the market with 
merchandise made for price only. 

__ Retailers have begun to realize that it is a mistake to 
“swap dollars” in order to get volume. 
profit only add to the aggravated condition. It’s just as 
easy to make a profit and help general conditions. 


Sales at no 


30 


Consumer Credit Stands the Test 
(Continued from page 7.) 


judgment, just as the purchase of merchandise which did 
not sell and which had to be marked down. 

A close follow-up on accounts, then, rather than q 
close credit policy will be the chief factor in the future 
of consumer credit. 


Consumer credit has completely and unquestionably 
No longer can it be considered the 
adopted waif of our credit system. When other forms of 
credit faltered, consumer credit carried on, withstood the 
acid test of the depression, and thus proved itself a benefit 
and a blessing to our nation. 


justified its existence. 


The depression afforded consumer credit a real oppor 
tunity of proving itself, and on that great day of judg. 
ment, it was not found wanting. 

Somehow it brings to mind these lines from Edward 
Rowland Sill’s poem on “Opportunity,” which might well 
be used as an analogy: 


“A craven hung along the battle’s edge, 
And thought, ‘Had I sword of keener steel— 
That blue blade that the king’s son bears, but this 
Blunt thing—!’ he snapt and flung it from his hand, 
And lowering crept away and left the field. 


“Then came—the king’s son, wounded, sore bestead, 
And weaponless, and saw the broken sword, 
Hilt—buried in the dry and trodden sand, 

And ran and snatched it, and with battle shout 
Lifted afresh, he hewed his enemy down, 
And saved a great cause that heroic day!” 








Two Good Books 
On Retail Credit! 


Retail, Credit Procedure 


By Norris A. Brisco | 
in collaboration with The Associated Retail Oredti 
Men of New York City 


Based on the actual experiences of these success- 

ful credit men, this book solves the problems which 

confront retailers from the moment the prospective 

customer says, “I would like to open a charge 

account.” Official Textbook of N. R. C. A. Courses. 
PRICE $4.00 


Retail Credit Practice 
By Bartlett & Reed 


A practical, authoritative manual for retail store 
credit executives and students of credit practices. 
Official Textbook of N. R. C. A. Courses, 


PRICE $4.00 


Order From 


NATIONAL RETAIL CREDIT 
ASSOCIATION 


Executive Offices, St. Louis, Mo. 
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The Delinquent Account 
as an Investment 


By W. F. JOHNSON 


Formerly Credit Manager, Schwab's, Inc., 


Hollywood, Calif. 


HERE is no doubt that many credit men realize 

that a new problem has been recently added to the 

many that they are required to solve. It appears 
frequently today under the heading of delinquent or past 
due accounts and is a constant source of worry to the 
person or persons responsible for a satisfactory collection 
percentage. 

I refer to those accounts that though past due, appear 
under the names of many who for years past have borne 
excellent reputations and enviable credit records, but who 
today find themselves, through no fault of their own, 
unable to maintain that record. 

These debtors are just as honest now as when they 
met their obligations promptly, are possibly just as anx- 
ious to pay as you are to collect, but cannot, due to the 
fact that the most important item on their budget, 
namely, income, has been eliminated or curtailed. 

In the past, the credit department operating in its nat- 
ural capacity as sales medium, was eager to get and 
maintain these accounts. They were desirable and, bear- 
ing in mind their credit records, were the substance upon 
which you were endeavoring to build solidly, the founda- 
tion of your accounts receivable which in turn comprises 
better than 50 per cent of the total retail business struc- 
ture today. 

How are you dealing with these accounts? Have you 
classified them together with others past due, or are you 
regarding them as in a class by themselves? 

Remember, they are the result of abnormal times and 
though they contribute largely to that part of your busi- 
ness which you are earnestly striving to nurse back to a 
healthy condition, there is nothing to be gained by bring- 
ing undue pressure to bear in your efforts to enforce pay- 
ment. 

If you are satisfied that they are doing their best (as 
proved in the past), offer them the fullest cooperation, 
gain their confidence and retain your confidence in them. 
After all, it is only through faith intelligently placed that 
we can hope to win back to another and more lasting 
Prosperity that we all so much desire. 

Is it not true that in days gone by you carefully and 
intelligently invested in what you then considered the 
best of securities? Yet, are these investments today pay- 
ing you the same dividends as in the past? The answer 
is obvious, yet you considered these investments from 
Many angles before purchasing. 
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Among other things, you thoughtfully went into the 
matter of past accomplishments, financial standing and 
integrity of those representing the organizations in which 
you considered investment, or in other words you were 
satisfied with their record. 


Although your returns from these investments today 
have shrunk considerably or are practically nil, are not 
those who continue to guide and direct the business activi- 
ties and policies of those organizations in which you 
invested, just as honest now as they were when you 
wrote your check? And will they not finally steer the 
financial barque that holds your money safely and surely 
back to the port of satisfactory dividends and sound 
investment ? 

Do the investments above mentioned differ materially 
They also, 
although not paying at present, were based upon past 


from certain of your accounts receivable? 


record and will doubtless prove sound and profitable. 


I do not wish to convey the idea that there should be 
any slackening in your collection efforts. By all means 
continue to pass over your past due accounts, upon which 
you have expended every effort to collect and without 
result, to your local adjustment department. 

Present conditions call for even greater collection ef- 
forts but—carefully and thoughtfully classify your de 
linquent accounts in order that you may do nothing to 
destroy the very foundation of your business. 
now appear, upon the surface, unsatisfactory but will 
upon a closer examination prove to be sound and even- 
tually profitable. 


It may 


In line with the above, I feel compelled to draw your 
attention to the value of the credit man in the capacity 
of budget adviser to customers who today are suffering 
from greatly reduced incomes—whose accounts with you 
are past due—and who, though willing and anxious to 
pay, are not even “paying on account.’ 


Their failure to “pay on account” is often caused by 
their inability to distribute their reduced 
equitably, in their attempts to reduce their indebtedness. 
I have frequently found it profitable to help them “set 
up” a budget that was satisfactory to all concerned, thus 
enabling their creditors to ultimately receive payment in 
full besides relieving themselves of a condition that was 


incomes 


a constant source of worry. 






How a County-Wide Association Keeps 
Up Membership Interest 


(Continued from page 21.) 


sidered the account good could learn why the account 
would require their special attention. 

All bankruptcy 
collection and judgment records were also included on 
this list following each name. The Secretary read each 
name (or rather called it by number) on the sheet, and 
with the aid of the master cards from the Association 
files was in a position to give any additional information 


records, chattel mortgage histories, 


desired on any particular account. 

In some cases the address was unknown and several 
addresses were recovered. Accounts paid following the 
ledger check were reported and in a few instances, after 
discussion, it developed that the debtor was honest but 
had been unfortunate and the records were so marked. 

After the delinquent list had been carefully checked a 
general discussion of credit methods, ‘“‘cash versus credit 
business,” and legal procedure in collections, developed 
some profitable ideas. Some of the younger men at the 
meeting indicated a profound knowledge of credits in- 
dicating much reading of Association Bulletins. 

This kind of a meeting is held in each of seven districts 
outside of the county seat, Greeley, annually, starting 
with district number one as soon as the ledger check is 
completed in Greeley and the annual meeting of all 
members is out of the way. Usually these start about 
the first of April, with a respite while vacations are on 
in the office, having a definite schedule to follow and each 
vear finds them in each district at about the same date. 

The members look forward to these meetings and no 
difficulty is encountered in obtaining ratings from the 
representative firms belonging to the Bureau. A few 
merchants in each district claim to be on a cash basis or 
to be changing their policy soon to cash and for this 
reason do not affiliate. This has proved a bit of sales 
resistance biding the time when they will be out of 
business. Some claim the cost of membership is too much 
for their small business but any firm doing any credit 
can well afford the nominal charge made per month. 

The office of the Association is a ground floor, down- 
town location and many of the members make personal 
calls for information. ‘The merchants of the various 
towns in the county all come to Greeley to transact 
county business and find it convenient to bring a list of 
names along and have them checked while they wait. 
Also they use the telephone and mail. They carefully 
check the Daily Transcript of instruments filed with the 
County Clerk and the Weekly Credit Digest, listing 
mercantile changes, short checks, marriage licenses, assign- 
ments of wages, court records and building permits, etc. 

This same system, with improvements as they de- 
veloped, has been in operation in this county for the past 
ten years. The Association is opposed to the issuance of 
any preferred credit lists. At first a rating book cover- 
ing all names in the district was compiled but was soon 
discontinued in favor of the present district system. 
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It is a proved fact that this procedure gives the mep 
chant a better control of credits and the merchant is 
on this plan or he would not continue to maintain 
organization year after year. 4 


Carrying Charges on Overdue Accounts 


(Continued from page 13.) 
Amounts to Be Charged 


On accounts on which the carrying charge is less than 
five cents, it is not added and not accumulated and a 
not be charged. The carrying charge is added to @f 
employees’ accounts also. 


Complaints a 


Complaints should be handled very firmly but coum 
teously, the credit man giving a full explanation to the 
customer for the reason and justice of the carrying 
charge. Should the customer refuse to pay the carryi 
charge on a delinquent account, such facts should be me 
ported to the Merchants Cooperative Association wit 
will make a record on the customer’s card, and other 
merchants should refuse to open any new accounts for 
said customers until such carrying charges are paid. | 

This idea is based on the same principle as to refuse 
to extend credit to any customer against whom any mép 
chant has a P & L account unpaid. All merchants befor 
opening any new accounts should first obtain an up-t& 
date report from the Credit Bureau. 

Of course, we anticipated a lot of kick-backs after the 
general public was acquainted with this plan, and we had 
them, but when checking up on them, we found that 
these same people would object to almost any new ide@ 
The fact of the matter is that we received more come 
pliments on adopting this plan than we did objections 

Furthermore, the news items were picked up by the 
Associated Press, and broadcast throughout the counti 
We have had inquiries from points as far distant ® 
Texas, and now we find that some trade magazines have 
run articles featuring this plan. 

I can say from observation that the plan has speeded 
up collections. 








I Am Interested 
In Learning of: 


Any Credit Bureau for sale. 

Any Collection Agency for sale. 

Any Credit Bureau seeking a Manager. 
Any Retailer seeking an experienced” 
and capable Credit Manager. ; 
Any city where the Merchants are in-~ 
terested in organizing a Credit Bureau. ~ 


Your Correspondence Will be Held Confidential 


D. J. Woodlock 


National Retail Credit Ass’n 
St. Louis, Mo. 
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